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INAL AFFAIRS, POLICY 


GUANGMING RIBAO ON SHIFT IN PROLETARIAN PAUPERIZATION 
HKLLOLL1 Beijing GUANGMING RIBAO in Chinese 23 Feb 87 p 3 


[Article by Yao Haiming (1202 3189 2494) and Bu Hai (0592 3189): "On the Inter- 
national Shift in Proletarian Impoverishment"’] 


[text] Since World War II, given monopoly capitalist world eccnomic strategy, 
there has been an international shift in proletarian pauperization. How should 
we understand this problem? This article makes a tentative analysis. 


Based on the differential between workers’ nominal wages and actual wages and 
the relations between workers’ wage level and the amount of means of subsistence, 
Marx revealed the signs of proletarian pauperization. Marx also pointed out 
that capitalist development would inevitably "lead to the necessity of produc- 
tion on an ever larger scale, stimulating a continuous expansion of the world 
market (Collected Works of Marx and Engels, Vol 25, p 372). The relations of 
capital exploiting labor will be carried beyond national boundaries, with the 
development of the economy itself, to form iato a capitalist world system of ex- 
ploitation, causing an international shift in proletarian pauperization. There- 
fore, "when it comes to a reduction or increase in wages, we should never forget 
the state of the whole world market and workers of various countries." 
(Collected Works of Marx and Engels, Vol 6, p 640) This tells us that in 
studying proletarian pauperization, we must focus on the whole world and the 
proletarian state of the whole capitalist system, including developing countries. 
Engels dealt with this point in a realtively satisfactory way. Based on reality 
in the development of capitalism in Britain, he first pointed out: "The more 
developed the capitalist production effort the less its ability to use those 
refined fraudulent and deceitful means that characterized its early stage." 
Therefore, "these evil phenomena that shocked people" in the fifites of the 19th 
Century "have now been abolisehd or been not 30 obvious." (Collected Works of 
Marx and Engles, Vol 22, p 368) Engels cont. nded that the causes of these 
phenomena were: 1) the then world market was made up of countries mainly or 
purely devoted to agriculture, with these countries revolving around Britein 

is a giant industrial center, enabling the latter to achieve tremendous and un- 
precedented development and squeeze especially high profits from its colonies 
and appendages. To consolidate its own rule, the bourgeoisie might also use a 
portion from these fat profits to buy over the labor aristocracy, raising the 
1ages and the living standard of the country's workers to create a bourgeois 
proletariat. Lenin pointed out many times: The Marxist theory of pauperiza- 
tion applied to not only capitalist countries but also "capitalist frontiers.’ 
The term of capitalist "frontiers" was to be taken "not only in a geographic 








sense (referring to areas first invaded by capitalism, where material poverty 
arises and the masses of inhabitants also go hundry) but also in a political] 

and eocnomic sectors still maintaining backward modes of production)." (Collecte 
works of Lenin, Vol 4, p 17/7) From what Lenin said, it can be affirmed that 

the capitalist "frontiers" of the contemporary world undoubtedly refer to the 
large number of Asian, African and Latin American countries. 


Qu 


Since World war II, the monopoly capitalist class has resorted to various means 
» bring about an international shift in proletarian pauperization. 


First, the exchange of goods unequal in value in international trade has been 
exploited to plunder the wealth of developing countries in a big way. We know 
that in international trade, the exchange of commodities is based on international] 
values. Developed countries have a high organic composition [as published], a 
high labor efficiency, and finished products mostly for export. The prices of 
their exports are often higher than their actual values. On the contrary, the 
prices of developing countries’ primary products are mostly lower than their 
actual values. They form price scissors in international trade. Since the end 
of the war, such a phenomenon has eased, as far as certain products are concerned. 
But on the whole, the price scissors have been ever widening, causing a continu- 
ous worsening in trading conditions for developirg countries. From 1970 to 

1979, leaving alone the influence of Japan with its great economic dependence 

on foreign countries and the petroleum factor, the pace of the worsening of trad- 
ing conditons for non-petroleum-exporting councr.es has been twice as quick for 
developed countries, causing the plundering of a large amount of wealth by the 
monopoly capitalist class. It was estimated that given such trade in exchanged 
in unequal value, developing countries" loss of wealth from 1952 to 1971 was 
estimated at $122.3 billion. 


Second, the martin of profit on capital transferred to developing countries is 
raised to a high level. The profit margin on U.S. private overseas investments 
involving money transferred to developing countries from 1950 to 1975 was over 
90 percent, and even nearly 100 percent, more than that on money transferred to 
developed countries. According ot statistics, the average annual rate of growth 
of U.S. direct private investment in developing countries stood at 6.1 percent 
from 1950 to 1960, 6,9 percent from 1960 to 1970, and 10.7 percent from 1970 to 
1979, From 1974 to 1979, it reached as high as 19.3 percent. Obviously, a 
combination of ever increasing capital transferred out and a relatively high 
rate of return thereon allow arelatively large margin of profit on an equal 
amount of capital of the monopoly capitalist class. 

Third, a country's money policy and trade protection policy have been used to 
shift crises on to developing countries to achieve its realtive economic stabil- 
ity. A tight money policy cannot only allow a larg e reduction in official "aid" 
to developing countries and an appropriate increase in capital transferred out 
but also enable the interest rate on loans to rise substantially, forcing develop- 
ing countries to make substantial interest payments. The introduction of the 
trade protection policy will make it impossible for developing countries to 
overcome tariff barriers and force them to sell large supplies of primary pro- 
ducts at low prices, thus further worsening trading conditions for developing 
countries and causing the monopoly capitalist class to realize more of unfair 
profit. 
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An understanding of the international shfit in proletarian pauperization helps 
us acquire an overall understanding of the Marxist theory of pauperization and 
also makes for our correct analysis of the eocnomic and pelitical situation 

in today's world. 


First, as far as develoepd countries are concerned, on the basis of grabbing 
excessive profits from developing countries, and monopoly capitalist class can 
allocate a small part of them for social welfare projects impvoving the material 
life of the workers of a given country and easing domestic sucial contradictions. 
On the other hand, as far as the proletariat and the laboriug people are con- 
cerned, an improvement in material life is likely to enalbe them to find comfort 
in that long enough and heavy enough golden chuin slightly relaxed. For de- 
veloping countries, the international shift in proletarian pauperization is a 
great disaster. It causes a large amount of wealth in developing countries to 
be plundered, with the pace of economic development made extremely slow and the 
kasses of people left in great poverty. For example, 20 to 30 percent of the 
African population is in a constant state of hunder and under nourishment. 
Forty-five percent of the children are undernourished. Moreover, in some coun- 
tries, 6 to 7 percent of the men and 15 to 50 percent of the women suffer from 
anaemia, because of undernoursihment. Especially in those most underdeveloped 
and low-income countries, most of the residents live in absolute poverty, and 
lack necessary conditions, as far as food, clothing and shelter are concerred. 
Meanwhile, the relative poverty of the working class in developing countries 

is given expression in a dual sense. In a comparison with the bourgcoisie in 

a given country, the gap between the rich and the poor has been ever wider.ing. 
In a compaiison with the income of the workers of developed countries, there 
has also appeared a definite gap According to statistics, the average per 
capita income in developing coutnries form 1952 to 1972 rose from $175 to 

$300. In the corresponding period, that in developed countries rose from 
$2,090 to $4,000. 


Second, the international shift in proletarian pauperization does not mean devel- 
oped countries have gotten rid of pauperization. This is bacause 1) The system 
of private ownership of capitalist means of production remains. It is the cause 
of proletarian pauperization. 2) Despite an upward adjustment in the wages of 
workers of developed countries, the rate of growth has fallen far behind the 
growth of profits. Thus, there has always existed relative proletarian impover- 
ishment. 3) Especially in a period of crisis and industrial stagnation, despite 
the efforts of the monopoly capitalist class to shift a crisis on to others, 
large numbers of workers in developed ci untries are still left without work and 
in great poverty. This can be seen fron statistics provided by officiai quarters 
in developed countries. For example, at the outbreak of the 1974-1975 crisis, 
the number of people in the United States living below the poverty line rose 

from 24.1 million to 25.9 million, with a sharp rise of 1.5 million. 


Finally, a study of an international shift in proletarian pauperization helps us 
in understanding the complicated economic and political situation in the world 
and scientifically foreseeing a proletarian social revolution. Once developing 
countries arise ii’ competition and establish a new international economic order, 
the monopoly capitalist class will be deprived of economic conditions for shift- 
ing proletarian pauperization from their own countries, thus making contradic- 
tons between the bourgeoisie and the proletariat more acute and stimulating a 
proletarian social revolution. 


/12232 
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NATIONAL AFFAIRS, POLICY 


JINGJI RIBAO ASSESSES PAST 8 YEARS OF PRICE REFORM 


HK21(0333 Beijing JINGJI RIBAO in Chinese 1 Apr 87 p 3 


[Article by Zhang Zhuoyuan (1728 0587 0337): "Eight Years of Price Reform-- 
Review and Prospects"--passages in slantlines published in boldface] 


[Text] More than 8 years have passed since price reform began in China in 1979. 
Conscientiously summing up experience and drawing a lesson from the price re- 
form over the past 8 years to find out the inherent law governing price reforn, 
and understand the main external conditions restricting the reform is absolutely 
necessary if we are to strengthen our confidence and enhance our consciousness 
that reform in the future will progress in a more healthy and smoother way. 


lI. A Fairly Big Step Has Been Made in Price Reform Over the 8 Years, and 
Achievements in This Regard Should Not Re Neglected or Underestimated 


The price reform which began in 1979 has heen carried out in roughly two stages. 
The period from 1979 to 1984 was regarded as the first stage. During that 

Stage, emphasis was placed on readjusting prices in a planned way, including a 
big increase in the purchasing price of agricultural products, an inc.cease in 

the selling price for the eight major kinds of non-staple food, overall readjust- 
ment of the price of textile products, on increase of some major kinds of raw 

and processed materials and fuel, and an iicrease in freight charges for railway 
and water transport, and so on. The second stage started in 1985 and continues 
up to the present. In this stage, the focus has been placed on freeing pric: 

in various forms and varying degrees, including the implementation of the "double- 
tracking system" for means of production since 1984. In 1985, we extensively 
freed the prices of agricultural and sideline products. During the latter half 
of 1986, we freed prices for 7 kinds of industrial consumer goods. 


We have made marked achievements in our price reform over the past 8 years, which 
have mainly manifested themselves in the following aspects: 


/1) Price mechanism is gradually progressing in a rational direction, and the 
problem of severe price distortion [yan zhong jia ge niu qu 0917 6850 0116 2706 
2100 2575] has been solved to a certain extent./ Since 1979, we have extensively 
reakjusted the purchase price for agricultural products so that the problem of 
tne irrational price mechanism of industrial and agricultural products was 
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solved to a certain extent. The internal pirce mechanism for industrial products 
yas also readjusted. In recent years, our country has raised the ex-factory 
price of certain raw and processed materials and fuel (for example, the prices 
of raw coal, pig iron and steel products were increased by 30.5 percent, 30 per- 
cent, and 20 percent respectively). From 197/78 to 1985, the price of extractive 
industrial products and ras and processed materials was raised by 50 percent and 
39 percent respectively. However, the price of processed industrial products 
only increased by 1] percent. The situation of the imbalance in the internal 
price mechanism for industrial products, which has existed in our country for 
a long time, has been somewhat improved. Since 1979 price gaps between products 
»f different cuality, between different localities, and between different 
seasons have gradually occurred. In October 1983, the State Council stipulated 
that price gaps of 5-15 percent due to different quality of products of the same 
ind were permitted. In September 1986, the state successively approved quality 
price differences for seven kinds cf industrial consumer goods including refrig- 
erators, washing machines, recorders, black-and-white television sets, and so 
on. With .he development of the commodity economy, and the deepening of the 
economic structural reform, there will be a greater gap between different kinds 
of products. Over a long time in the past, freight charges in China were com- 
iratively low. To solve this problem, in 1984 we increased the freight charges 
and passenger transport charges for railway and water transport. In 1984, we 
further increased the short-distance railway freight charges. The situation of 
the comparative low freight charges, which existed for a long time in the past, 
has not been initially improved, 





/2) Price reform has promoted the development of production, and the rational 
readjustment of the production setup./ Since 1979, our country has highly in- 
creaed purchase prices for agricultural porducts. This has played a very 
important role in the vapid development of agriculture in recent years, and in 
the rapid growth of industry and the entire national economy. During a perisd 
from 1979 to 1°85, the average annual growth rates of gross agricultural output 
value and gross industrial output value were each 10.1 percent. The average 
innual growth rate of national income was 8.8 percent. Jn 1985, our per capita 
national income was 656 yuan, 200 percent higher than the 315 yuan in 1978. 
Compared with the levels of 29 years ago, the average annual growth rates of 
‘(ross agricultural output value, and national income were 6 percent and 3 percent 
higher respectively.: In 1986, industrial and agricultural production continued 


to increase, 


Under the condition that the market guidance role has become increasingly marked, 
the improvement of price mechanism has vigorously promoted an improvement in the 
production setup. After 1979, cur country spent 3 years on straightening out 
the severe imbaiance between industry and agriculture on the one hand, and be- 

: tween heavy industry and light industry on the other. We eased up the strain on 
the national economy and the imbalance in economic development caused by the 
10-year chaos during the "Great Cultural Revolution." The ratios of agriculture, 

\ light industry, and heavy industry were changed from 1:1.12:1.1.48 in 1978 to 
1:0.99:0.98 in 1982. Since 1982, our production setup has started conforming 
with the current level of development of the productive forces in our country. 
The proportion of agriculture nas dropped somewhat, whereas the proportion of 
industry has slightly increased,:and material service has also hegun to increase. 
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On the basis of rapid agricultural development and the enhancement of labor 
productivity in the rural area, we changed the previous backward situation 
wehre almost all manpower in the rura! area was engaged in the production of 
grain. During the period from 1979 to 1986, about 70 million people of the 
albor force were transferred to industry, commerce, transportation, building 
industry, and other service trades. In the meantime, other basic structures 
such as raw and processed materials, fuel, transportation, and so on were 
strengthened. Some high-grade, precision and advanced industries, such as 
electronics, and others were also considerably developed. 


/3) Price reform has conformed with and promoted the development of the entire 
economic structural reform./ Expansion of the scope and proportion of market 
price, the implementation of the double-tracking system for means of production, 
the demand for changing the traditional planning system, and the material 
management system, and so on have promoted the work of delegating power to 
enterprise... In 1985, the work of reforming the purchasing system in the rural 
area and ireeing the prices of agricultural products was simultaneously carried 
out and coordinated. This promoted profound development in the rural economic 
structural reform. With the deepening of price reform, production and business 
management departments have provided more and more marketable commodities, and 
"shortages" of consumer goods has been greatly alleviated. 


II. The Two Controversial Questions of Principle Arising in Price Reform 
2 


In the process of the price reform carried out over the past 8 years, two con- 
troversial questions of principle (also theoretical problems) have arisen among 
economic workers. 


/The first question is: What is the position of price reform, and what role 
does it play in the entire economic structural reform?/ 


Some comrades have maintained that in the past we overestimated the position and 
role of price reform in the entire structural reform. As a result, our reform 
was not centered on the key link of invigorating enterprises, and we took a 
roundabout cause in our work. They consider that price reform is a very in- 
Significant kind of reform which will not help us solve fundamental problems, 
and srouse people's enthusiasm. In addition, they think there are many defects 
in the system itself and therefore, price reform should be laid aside, and the 
reform in ownership system should be conducted first. 


It is our belief that to correctly understand and know well the position and role 
of price reform in the entire economic structural reform, the most important 
thing for us to do is to correctly comprehend the realtions between invigorating 
enterprises and conducting price reform. While confirming that enlivening and 
invigorating enterprises is a key link for economic structural reform, the 
"Decision of the CPC Central Committee on Economic Structural Reform" also 
points out that price reform is crucial in determing the success or failure of 
the economic structural reform. These two matters do not conflict with one 
another. On the centrary, they can be unified. 


Economic structural reform involves changes in ownership and operational mechan- 
ism. Economic structural reform in our country is progressing in these two main 











directions. The reform in purchasing price for agricultural production in 1979 
was a prelude to the rural economic structural reform, which brought market 
mechanism to the rural economic process. The contract system of responsibility 
linked to production has readjusted and restructured the microscopic foundation 
of the rural economy, further extended the scope of market coordination, and pre- 
pared conditions for the reform in the purchase and sale of agricultural products 
and price management system in 1985. The purpose of urban economic structural 
reform, which has taken the expansion of decisionmaking power of enterprises 

as a starting point, is to create producers and operators of commodities, who 
operate their business independently and assume sole responsibility for their 
profits and loss. In the meantime, the benefits of these producers and opera- 
tors should be realtively independent. However, due to the fact that the price 
mechanism is severely distorted, we lack a unified and equal yardstick for 
assessing the results of the economic activities of enterprises. It is difficult 
to deepen the reform in enterprises because of the unequal external conditions 

of enterprises as a result of the hindrance by mandatory planning, and restric- 
tions imposed by the state monopoly for material supply. Under such circum- 
stances, the change in economic operational mechanism with emphasis on price re- 
form, reduction of mandatory planning, and the expansion of market mechanism 

will become crucisl to the economic structural reform. Actually, in recent 

years the reform in price system, including the implementation of the double- 
tracking price system, has brought market mechanism to the production and ex- 
changes of large and medium state-operated enterprises. This has disrupted the 
order of administrative coordination under the traditional system. It is an 
irrresistable power for arousing internal impetus and external pressure for 
completely changing the state-operated enterprise system. Only under such cir- 
cumstances will the idea of reform for readjusting and restructuring the foun- 
dation of microscopic ownership have an influence over the economic and theoreti- 
cal circles. Only thus will the work of invigorating medium and large enter- 
prises be regarded as the center of the entire economic structural reform. 


Under such conditions, does it mean that the decisive role of price reform of 
determining the success or failure of the entire economic structural reform can 
be negated? Does it mean that price reform should be regarded as less important, 
or laid aside? It seems that this is not the fact. 


The reason price reform should be regarded as crucial to the economic structural 
reform is that the success in price reform means change in the entire economic 
system, and that its smooth development can speed up the pace of the overall 
reform. What is more important is that we should take risks and that price 
reform cannot be overstepped. If we only tht:.x in an oversimplified way about 
what kind of reform should be carried out first, and what kind of reform should 
be laid aside, this means we neglect the following two facts which are hard to 
avoid: First, the inner links of economic structure have determined that it is 
impossible to carry out a complete reform in certain aspects without touching 
upon other aspects; second, economic structural reform is a fairly long histori- 
cal process, and as such, the work should inevitably be carried out by stages. 
There should be a focal point in each stage. However, this does not mean that 
the 'minor supporting" reform should be excluded. In addition, the reforms in 
various stages intersect, condition, and rely on one another. Therefore, we 
should do our best to coordinate the contents and steps for reform. This should 
be our starting point when we are considering how to carry out our reform. 





[It is obvious that price environment (jie ze huan jing 0116 2706 3883 1064) is 

an external condition for equal competition among enterprises. First, the 

power to set prices is an important component part of the decisionmaking power 

of enterprises. Without the power to set prices, it is difficult for enterprises 
to participate in market competition. Second, price environment is the most im- 
portant external condition of enterprises. It is also an important parameter 

for the decisions made by enterprises on what to produce, how much to be pro- 
duced, how to produce, and for whom the production should be carried out. Under 
the traditional system of fixed prices, the reason the production of oversupplied 
products cannot be increased is that the prices are not rational. Every step 
made in reform has shown that price reform canneither be overstepped nor delayed. 


/Another controversial question of principle is the choice of the orientation 
and aim of the price reform in our country./ 


While assessing the success or failure of the price reform over the past 8 years, 
some comrades maintain that price reform before 1984 was basically successful, 

or ghat achievements outweighed errors. but they believe that price reform since 
1984 has not been successful, or errors outweigh achievements. The main reason 
they think so is that price reform before 1984 was a planned readjustment of 
price. However, price reform after 1984 centered on freeing prices. This has 
caused confusion in the pricing system, and has brought about many side effects. 
The idea behind such a viewpoint is that the orientation of the aim of price re- 
forem should be mainly based on the work of setting prices by the state in a 
planned way, and that the distortion of prices can only be smoothed out by the 
state through the planned readjustmetn of prices. They believe that if we adopt 
the method of extensively freeing prices, various kinds of defects and negativ e 
effects will inevitably occur. 


I do not think that the above-mentioned view is a balanced idea. Our purpose 

in reforming the traditional economic structure is to bring along the pattern of 
commodity economy in a planned way. In other words, socialist economy is still 
a kind of commodity economy, and coimodity economic activities are the basis of 
the ercire social economic activities. This pattern has demanded that the 
society or tue state provide guidance, regulation, and control for the main 
aspects of reforms in a planned way, and that the operation of socialist economy 
be mainly based on market mechanism. This is the pattern of the so-called state 
controlling market and the market guiding enterprises. Parallel with this, the 
aim of the reform of price system is to gradually turn the main system of fixing 
prices by the state to the system of setting prices according to market demand. 
Of course, for various reasons at the present stage, the conditions for exten- 
Sively or completely following the market price system are not yet available. 
Therefore, prices should be gradually freed. 


Accorcing to my understanding of the orientation and aim of the price reform, I 
believe that the pr’ce reform carried out in China since 1984 with emphasis on 
freeing prices i, as a whole, correct in terms of oreintation, and that our ad- 
vantages outweigh disadvantages, and our successes outweigh failures despite 
some mistakes and shortcomings. These mistakes and shortcomings are mainly 
reflected in the fact that we acted too hastily, and that the step we took was 
too big. 








III. While Carrying Out Price Reform, We Should Pay Close Attention to Control- 
ling Inflation 


With the readjustment of the irrational price mechanism, w2 originally thought 
that the prices of some goods might increase, whereas others might fall. We 
also expected that there would be more price increases than price decreases, 

and that the overall price level might go up. We believed that the margin of 
increase might not be too big. However, the development of practice was beyond 
our expectation. In recent years, the general price level has been raised, and 
the margin of increase has gradually expanded. 

The price reform since 1984 has brought about a 5 percent increase in commodity 
prices. The basic reason for this is that we have issued an excessive amount of 
banknotes in recent years, which has exceeded a rational limit. As predicted 

by some economists, if our annual economic growth rate is 7-8 percent, the amount 
of banknotes issued should ideally increase around 13 to 15 percent. However, 

a few years ago, the banknotes we issued increased by as much as 20 percent or 
kore. After a "time lag" (12 months in general) excessive issuance of banknotes 
will inevitably bring about a price increase. 


As far as macroeconomic conditons are concerned, as a result of our striving for 

a rapid economic development, and faster increase in the people's income, the 
phenomenon of national income exceeding distribution has occured in recent years. 
We know that national income in material forms should not exceed distribution 
useless we contract foreign debts, live off our past gains, or rest on our laurels. 
National income can only exceed distribution in forms of value. However, the 

fact that national incomes exceed distribution in forms of value will eventually 
cause price increases. This is also an important reason attributing to rapid 
price increase in recent years. 


Under such circumstances, some comrades propose that we "renew our concept" on 
the limits ensuring basically stable commodity prices. In the past, it was a 
general belief that during the period of reform, if the average annual increase 
rate of commodity prices was 2-3 percent, the commodity prices could be regarded 
as basically stable. If it exceeded 3 percent; or was around 4 to 10 percent in 
particular, it could be regarded as moderate inflation. Since the situation 

has now changeac, the 5-6 percent price increase can be regarded as basically 
stable commodity prices. I think that this proposal can only be accepted grudg- 
ingly. Those countries in the world which relax the limits of basically stable 
commodity prices also maintain that a 5-10 percent price increase is a moderate 
inflation. However, basically speaking what we should renew is the pattern of 
economic development. The old pattern of development characterized by blindly 
seeking high speed should be changed into the pattern of development with emphasis 
on enhancing economic results, overcoming the phenomenon of national income ex- 
ceeding distribution, and ensuring a main structural balance between total sup- 
plies of the society and its total demand. We should create a comparatively re- 
laxed environment for economic structural reform, including price reform. Only 
thus can we get rid of the interference of inflation in the structural price 
reform, and prevent and overcome the gradually higher and higher increase in 

the general level of commodity prices. 





At present, there are three factors contributing to the price increase in our 
country: the gap between supply and demand; increase of producton cost (wages); 
and structural pirce readjustment. Due to the fact that inflation has occurred 
in our country in recent years, the price increase is mainly because of the gap 
between supply and demand, and the increase in production cost. Price increases 
directly due to the structural price readjustment are not marked. Of the two 
factors of the gap between supply and demand, and the increase of production 
cost and wages, the factor of the increase in production cost and wages is 
worrying us. 


With regard to price increase because of the gap between supply and demand, the 
state can overcome or curb them through strengthening macroscopic control, or 
adopting the methods of exercising administrative control, streamlining invest- 
ment in fixed assets, and reducing investment in capital construction. We have 
a wealth of experience in this regard. We will not encounter insuperable diffi- 
culties. On the contrary, <he rigidity of our wage system has made it difficult 
for us to curb or overcome price increases because of the rise of wages and pro- 
duction costs. For a long time in the past, the growth rate of average wages in 
our country was lower than the rise of labor productivity. Therefore, in the 
past we never theoretically admitted ,rice increased because of wages and pro- 
duction cost. Since 1980, the growth rate of wages has exceeded that of labor 
productivity. In 1986, labor productivity of industrial enterprises increased 
by 4 percent, but the average growth rate of wages was 14 percent. The rise in 
average wages in addition to the increase in the prices of raw and processed 
materials, fuel, and so on has powerfully boosted commodity prices. This has 
caused a spiral increase of production costs (wages) and commodity prices. If 
we fail to adopt forceful measures to gradually change the situation, the con- 
sequences might be fairly serious. 


IV. Since Price Reform Is a Long Process, Carrying It Out by Stages in a 
Meticulous Way So That It Is Coordinated with Other Reforms Might Be a More 
Practical Choice 


Price reform is a large project, and it will take quite a long time to complete 
it. 


The most difficult part of reform is that we should handle the relations between 
price mechanism and a stable price level properly. At present, a fairly large 
amount of banknotes is in circulation on tne market. Total social demand exceeds 
total social supply. It is still quite difficult to avoid inflation. To carry 
out price reform under sich conditions, it is inadvisable to take a very big 
step. In particular, we should realize that readjusting and reforming price 
mechanism under the conditions of inflation will inevitably affect some achieve- 
ments in our reform so that the reform will take longer. In view of the situa- 
tion mentioned above, in the future price reform can only be carried out step by 
step. We can plan only one step at a time as we go along, and do our work ina 
meticulous way. Macroeconomic conditions, bearing capacity of the masses and 
the financial situation of the state will determine how great a step we should 
take every year. Judging from the experience gained a few years ago, generally 
speaking we can only take a small step in order to confine the increase rate of 
the general level of prices within a range of 3 .0 5 percent. The highest in- 
crease rate cannot exceed nominal interest rate (about 7 percent now). Due to 
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the fact that at present the profit rate on funds in our country is not high 
(about 10 percent or so in general), the average interest rate will not be as 
large as double figures. Therefore, generally speaking, the increase rate of 
commodity prices should nto reach double figures either. 

What we wish to explain here is that the so-called keeping the increase rate of 
commodity prices lower than average interest rate means that the interest rate 

is fixed under the prerequisite cf maintaining basically stable commodity prices. 
Under such circumstances, the interest rate is lower than average profit rate. 
Problems will arise if we regard the interest rate covering inflation factors 

as the highest limit of the increase rate of commodity prices. For example, 

in some medium or high inflationary countries and regions, their interest rate 

is 20 percent or more. In 1964, the inflation rate in South Korea was 1/7 percent, 
and its interest rate was 26 percent. In 1986, the inflation rate in Yugoslavia 
was 100 percent, and its interest rate was 50-60 percent. Under such circum- 
stance, if we take interest rate as the highest Limit of the increase rate of 
commodity prices, commodity prices and interest rate will go up in turn. It is 
impossible for us to truly control the general level of commodity prices. 


Price reform should be carried out together with other reforms in a systematic 
way. Greater achievements can be made in price reform only by linking it 

with the reforms in material management system, tax system, wage system and 
financial structural system, and coordinating them very well. 


A problem of coordination also exists within the reform of price mechanism it- 
self. Because of inflation, while we are carrying out a structural readjustment 
for the prices of some products, we should also change. Otherwise, the prices 
of some products which are not readjusted, will drop. The prices of those 
products, which are comparatively low, will become lower. The prices of those 
products which are not law will also gradually decline. A new distortion 

will thus occur, making future reform more difficult. 


V. In the Future, We Should Mainly Grasp the Work of Reforming the Price of 
Industrial Means of Production 


According to our Seventh 5-Year Plan, we should mainly grasp the reform of the 
price of industrial means of production. This is a correct choice. 


L) The price of industrial means of production is a basic price. As long as 
it is smoothed out, it will lay a solid foundation for the entire pricing 
structure. 


2) Smoothing out the price of industrial means of production will help us create 
an invironment for equal competition. Conditions will at least be created for 
equal competition in terms of investment and production of the enterprises. At 
present, this is precisely the important prerequisite for invigorating enter- 
prises. This will forcefully prompt us to devote our efforts ot enhancing eco- 
nomic results of enterprises. 


3) Smoothing out the price of industrial means of jproduction will not have a 
very direct influence over general price levels in the market. In particular, 
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some of the influence will be offset by processing enterprises. Therefore, it 
cannot be completely reflected in the price of consumer goods. 


At present, narrowing the gap between market quotations is an important way for 
smoothing out the price of industrial means of production. We can achieve our 
aim by increasing market supply in order to curb market price, or increasing mar- 
ket quotations in a planned way. It seems that the second method might be more 
practical. nowever, this does not mean that we should give up the first method. 


For which products, or what kinds of products should we start smoothing out the 
price of industrial means of production? Some people think that we should start 
from mineral products, because mineral products are the basic products of in- 
dustrial means of production, and their present price is comparatively low. 

Their pricing structure should be reformed. Some other people maintain that 

we should start with products whose supply and demand have been generally balanced, 
adn whose influence over the production of industrial means of production is 

great. The problems in this regard are comparatively complicated, and further 
specific study is needed. 


CSO: 4006/596 
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RENMIN RIBAO ASSESSES JOINT-STOCK ECONOMY 
HK100949 Beijing RENMIN RIBAO in Chinese 6 Apr 87 p 5 


[Article by Wang Mengkui (3769 1125 1145): "Some Thoughts About the Joint- 
Stock Economy" ] 


[Text] 1. The economic structural reform in our country has been operating 
for 8 years since 1979, and has achieved marked results. In order to advance 
the economic structural reform, we have selected a number of breakthrough 
points: Expanding enterprise decision-making power; adopting the responsi- 
bility system in production and business operation; replacing profit 

delivery with tax payment; and promoting lateral economic association. . 
All these measures have achieved good results and have played a positive 

role in the economic reform. However, we should also notice that in some 
aspects, economic relations have not yet been rationalized, or things are 
still in a stagnant condition. This is an unavoidable phenomenon in the 
transition period. The proposal on the joint-stock system and the discussion 
on this issue reflect people's efforts to seek a new breakthrough point in 
the economic structural reform. 


2. The joint-stock system is an organizational form of large-scale 
socialized production. From the angle of socioeconomic development history, 
the precursor of the joint-stock system can be traced to remote ancient 
times, but it was fully developed under the capitalist system. Of course, 
even under the capitalist system, the joint-stock system is not the sole 
organizational form of large-scale socialized production but is only one 

of the organizational forms. This system was extensively developed as 

a form of solving the contradiction between the socialization of production 
and the relatively scattered funds owned by a large number of individuals. 
In the most general sense, the basic purpose of the joint-stock system, 
without regard to its social character, is to concentrate funds. If there 
was no large-scale production and business activities, which demand a 

rather large amount of funds, and if individuals did not wholly possess 
these funds and could offer all of these funds, there would be no objective 
requirement for concentrating funds nor would there be a joint-stock system. 
We should recognize that the appearance and development of the joint-stock 
system, to a certain extent, mitigated the contradiction between the 
socialization of production and the private ownership of the means of 
production, and played a positive role in the development of the capitalist 
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economy. In "Das Kapital," Marx made a penetrating analysis of the joint- 
stock economy under the capitalist system. He said that the establishment 

of joint-stock companies pools together a great deal of capital which has 
been formed and is being formed. He pointed out: "If society had to wait 
until some individual capital grew to the degree of being able to build 

a railroad, then there might still be no railroads in today's world. 

However, the concentration of funds can be completed in a short time through 
a joint-stock company." ("Complete Works of Marx and Engels," Vol 23, p 688) 


However, things under the socialist system are different. With the 
establishment of the public ownership system over the means of production, 
it is necessary and also possible to rely on the strength of the state 
(under all people ownership) and the collectives (in various forms of 
collective or cooperative economies) to perform the function of social 
accumulation so as to concentrate necessary financial and material resources 
for large-scale production and business activities. This is quite different 
from things under the capitalist system, where social accumulation is mainly 
made by individuals, and the huge amounts of funds needed in socialized 
production are mainly raised and pooled together from private owners in 

the form of the joint-stock system. This is one of the basic premises 

that must not be neglected in our discussion about the joint-stock system. 


Then, should we say that the joint-stock system is an exclusive phenomenon 
of capitalist society and cannot be adopted as an economic organizational] 
form under the socialist system? or Is it true that this organizational form 
of large-scale socialized production has lost any foundation for existence 
in socialist society? No, we cannot say so. There are still a variety of 
ownership forms and business organizations in the current stage of socialism; 
there are interdependent relations between the state, the enterprises, 

and the individual workers and at the same time there are also contradic- 
tions and interest differences between them; and there is still an objec- 
tive requirement for gathering funds in socialist construction. So, the 
existence of the joint-stock system as an organizational form of socialized 
production can still be justified. 


As a socioeconomic organizational form, the joint-stock system has the 
following advantages: It is convenient to put together and dismantle the 
component parts of the general body; no specific consideration is needed 
for the concrete material contents of the capital (such as labor force, 
funds, production materials, and other material conditions for production 
and business operation) and there is merely a quantitative difference the 
funds and other production factors contributed by all joint investors are 
present in the form of different types of stocks which are managed by the 
enterprise or corporation. This simple practice is favorable for the correct 
handling of imterest relations between all participants. Therefore, the 
joint-stock system is widely adaptable to various forms of economic 
association and combination of different characters, and can be one of the 
organizational forms selected in running the socialist economy. 
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3. In recent years, the issue of adopting the joint-stock system or issuing 
stock by enterprises has been put forth in the course of reform. This 
reflects the importance of the issue of ownership in the economic structural 
reform and people's close attention to this issue. However, strictly 
speaking, the adoption of the joint-stock system in itself is not a change 
in the character of ownership, but it may bring about some change in the 
character of ownership, or cause some changes in the concrete ownership 
forms without causing fundamental changes in the character of ownership. 


Under the capitalist system, the development of the joint-stock economy 

did not change the character of capitalist private ownership. Everyone 
knows this. Under the socialist system, things may be more complicated, 

and a joint-stock economy may be of different character. For example, the 
character of a joint-stock enterprise run by individual laborers through 
pooling their funds is a socialist cooperative economy; the character of 

a joint-stock enterc>rise run by a number of cooperative economic units 
through pooling funds is also a cooperative economy; and a joint-stock 
enterprise run by a number of enterprises owned by the whole people will 
stiil be owned by the whole people, even though some changes may occur in 
the concrete form of ownership. In the joint-stock enterprises run by 

the enterprises owned by the whole people with their own funds, the scope 

of enterprise decision-making power in production and marketing wil] 
certainly be different from that of the parent enterprises which are "purely" 
under all people ownership. In some cases, a private economic entity may 
include stocks held by state-owned enterprises and collectively owned 
enterprises; or a state-owned economic encity may include stocks held by 
private enterprises or collectively owned enterprises, This will give rise 
to various types of mixed economies or combined economies, in which 
different economic elements may hold different proportions of stocks. 
Therefore, these mixed economic entities may be of different characters. 

[In the joint ventures established with foreign investors under a joint-stock 
system, the economic character of the enterprise is state capitalism. 

If the joint venture is run by a collective enterprise with a foreign 
company, its economic character may still be considered a kind of joint 
public-priv’te ownership. Of course, in this case, the "public" element 
is collective ownership rather than all people ownership, and the "private' 
element comes from the foreign, rather than domestic, private economy. 

The joint-stock system itself is merely an economic organizational form, 
which by itself cannot determine the socioeconomic character, or ownership 
character, of the economic organization. That is, we cannot say that a 
joint-stock enterprise is definitely of capitalist character or is definitely 
of socialist character. The enterprise character must still be determined 
by other factors. 


However, it is beyond question that the joint-stock system may make the 
concrete form of ownership more complicated and indefinite, even though 
it may not change the character of ownership. 
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4, In the current discussion about the joint-stock system, people have 
generally agreed on the following points: 


1) Allowing and encouraging individual laborers in cities or in the 
countryside to set up joint-stock enterprises in the character of the 
collective economy. 


2) Allowin,; individuals to hold stocks with some collective economic 
organizations. This was the practice of rural supply and marketing coopera- 
tives and credit cooperatives in the past, and this practice has now been 
restored, 


3) In all kinds of lateral economic association, no matter whether the 
combination body is formed among enterprises under different ownership 
systems or under the same ownership system and no matter whether the 
participants are from different economic branches or from the same branch, 
the joint-stock organizational form can be adopted. 


4) The joint-stock system can be extensively adopted among Chinese-foreign 
joint ventures. 


5) Small state-owned enterprise, especially those in the commercial and 
other services trades and in the handicraft industry, can be contracted or 
leased to collectives, or can even be sold to the collectives of laborers. 
In a case where the enterprise is sold to a laborers’ collective, it is 
natural that the enterprise's capital will mainly come from individuals 
under a joint-stock system. The state can also hold some stocks with these 
enterprises, which will then be jointly run by the state and the individuals. 


The question now is whether the joint-stock system should also be adopted 
in large and medium-sized state-owned enterprises or whether they should 
even be turned into joint-stock enterprises. That is, can we regard the 
adoption of the joint-stock system as the key to invigorating the large 
state-owned enterprises and advancing the economic structural reform as 

a whole? 


5. According to the curient discussion, if the joint-stock system is 
adopted in large state-owned enterprises, it may be done in three ways: 


First, enterprises hold stocks with each otner. For example, if a Locality 
or an enterprise is short of energy, or raw materials, or other necessary 
factors for production and business operation, such as transport facilities, 
and cannot independently solve this problem, it can invest in other 
localities or enterprises in exchange for products or services equivalent 
to the investment. On the principle of "pooling funds and sharing benefit,' 
different localities or enterprises can run joint undertakings under the 
joint-stock system. This is in fact a form of lateral economic link, and 

it is necessary for exploiting the natural and economic advantages and 
promoting the socialization of production. As long as the production 
arrangement is reasonable and is within the scope of the state capital 
investment limits, this should be actively supported. 
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Second, stocks are issued to workers of the enterprise or to other people. 
As a method of raising funds, we should allow enterprises to issue stocks 
to individuals, but we should not unrealistically overestimate the role of 


this method. 


third, part of the assets of the existing enterprises owned by the whole 
people is turned into individual stocks held by workers. This method 

is inadvisable. As the means of coordinating socialized production and 
private ownership, the joint-stock system under the capitalist system 
functions as a convenient form of gathering funds scattered in all parts 
of society. However, under the socialist system, if the assets of the 
existing enterprises owned by the whole people are distributed among 
individual workers, this will in essence eat into the property of the state 
ind will turn public property into private property, and this will not be 
able to achieve the purpose of gathering social funds. If this leads to a 
tendency to share out the property of the state-owned enterprises to 
individuals, the consequences will be very serious. 


6. In large state-owned enterprises, the equipment is rather advanced, 

and the per capita quantity of assets is rather large, while the wage level 

of workers in our country is still quite low. Even if workers can subscribe 

to stocks of their own enterprises, they can still only hold a very small 

proportion of the enterprise assets in the form of stock, At present, the 

total value of fixed assets of the state-owned enterprises is some 300 

billion yuan, and there are a total of some 30 million workers in these 

enterprises. That is, the per capita value of fixed assets is some 

10,000 yuan. If workers subscribe 40 percent of the total stock, then 

each worker will have to pay 4,000 yuan, which is equivalent to an average 

worker's total wages for 3 years. It is certainly difficult for workers 

to spend so much money on buying stocks. In large state-owned enterprises, 

because of the larger fixe! assets, it is even more difficult for the workers 

there to hold a considerable proportion of the stocks. In real life, 

things will be much more complicated than such general estimates. According 

to a survey in Nei Mongol, if the joint-stock system is adopted, only 

4Q percent of the workers would buy stocks; among the 1,368 workers who 

expressed their willingness to buy stocks, the average amount they would 

pay was only 170 yuan each person. Nei Mongol is an economically backward 
‘ea; maybe, workers in more developed areas would be willing to pay more 

to buy stocks. Even so, the financial capacity of the workers to buy 

stocks is still very limited, and must not be overestimated. 


According to an incomplete survey of the People's Bank of China in 23 
provinces, autonomous regions, and municipalities, by the end of last June, 

a total amount of 12 billion yuan was pooled for the purpose of investment. 
Among various forms of raising funds, 40 percent of the funds were raised 

in the form of issuing bonds; 20 percent of the funds were raised through 
stock issuances; and the remaining 40 percent of the funds were raised by 
other measures (mostly mandatory collection in various names). According 

to this ratio, the funds raised through stock issuances only amounted to 

some 2.4 billion yuan, and most of the stocks were subscribed by enterprises, 
with individual workers purchasing merely a rather small amount of the 
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scattered. As far as the currency in the hands of the residents is c 
most of this money is used for maintaining people's daily lives, and not 
too much can be used to buy stocks. This can also be proved by the expe 
ot other socialist countries. 

7. <At present, a small number of enterprises, which are carrying out m 
reform experiments, have indeed seen their workers enthusiastically buy 
stocks. To a large degree, the workers were attracted by the excessively 
high dividends and some unreasonable distribution schemes. According to 
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Shanghai's statistics in 1985, 93 percent of the st holders were workers 


of the enterprises which issued stocks, and they paid some 70 percent of 
the total funds raised through the issuance of these stocks. In som 
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enterprises, the total annual dividends were equivalent to over 30 perce: 


of the issuing value of the stocks; and in some other enterprises, the 
dividend rate was even as high as 100 percent. At present, the state 

assets of these enterprises have not yet been turned into stocks. This 
would be a very difficult job, because the fixed assets would have to be 
reevaluated. Under these circumstances, issuing stocks to workers and 
enabling them to earn dividends will just be another way to expand the 
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consumption funds of the individuals. If the dividends are unrealistically 


set at too high a level, more serious problems will be caused. In fact, 


in order to attract more workers to buy stocks, some enterprises guarantee 


that the stockholders would receive the large amount of dividends which 
was laid down in advance, This was just another disguised form of the 
big pot" and “iron rice bowl" practice, and completely lost the real 
meaning of the joint-stock system. Some comrades hold that issuing sto: 
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to workers can solve the current problem of some enterprises which merely 
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based their economic activities on a short-term plan. ly view is just 
opposite. Under the present conditions in our country, with workers buy 


the stocks of their own enterprises, the enterprises will just concentrate 
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more on seeking short-term profits. We must take this very seriously and 


must take some preventive measures, 


Some comrades said that large and medium-sized state-owned enterprises 
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which have been making good profits can first be turned into joint-stock 
enterprises, This method is also inadvisable. This would just lead to 
a result where an inappropriately large part of profits made by these 
enterprises would be held by collectives and individuals, and the state 
would have to bear more financial burdens to support the enterprises which 








make less profit or which are running in the red. Even if there are some 
successes in the experimental implementation of this measure in some 
enterprises, it still cannot be widely adopted by most enterprises. In 
fact, the joint-stock system experiment should be carried out in some 
enterprises which make less profit or incur losses in operation. 


What we should notice is the fact that in some state-owned enterprises which 
are implementing the joint-stock system on a trial basis, no dividends are 
paid to the stocks held by the state or the enterprises themselves, and 
dividends are paid to individual stockholders as part of the production 
costs before taxes are paid to the state; sometimes, dividends are paid 

from different levels. This practice in fact unreasonably expands individual] 
incomes and infringes upon the interests of the state, 


It is indeed difficult to make a selection: if there are no limits on 
dividends, people will be encouraged to buy stocks, but this may cause 
unreasonable expansicn of individual incomes and of the consumption funds 
and may even eat into the property of the state; however, if limits are 
imposed on dividends, these problems may be prevented, but risk investment 
may also be reduced and people's enthusiasm for buying stocks may be 
aifected. In view of the present conditions in our country, by weighing 
advantages and disadvantages, we should adopt the policy of properly 
limiting the rate of dividends, 


8. Some comrades say that the joint-stock system is significant because 
it can arouse the work enthusiasm of the workers, According to their 
arguments, only when workers become the direct owners of their enterprises 
will they really be enthusias-ic about work, so the joint-stock system is 
a good method of turning the workers into direct owners of the enterprise. 
I do not deny that to a certain extent, the holding of the stocks of their 
own enterprise can arouse work enthusiasm among the workers. However, we 
cannot say thac if a worker does not hold any stock, he will not be an 
owner and will not have any work enthusiasm, We should notice that with 
the socialization of production being more sophisticated and the material 
and technical conditions of production being more complicated, it will be 
all the more necessary for the means of production to be owned by society 
rather than by individuals directly. Of course, the scope of society 
ownership may be different: in some cases, the means of production are 
owned by the whole society (under the whole people ownership system); 

and in other cases, they are owned by social groups (under the collective 
ownership system or in various types of cooperative economies). According 
to the general tendency of socioeconomic development, the scope of direct 
individual ownership of the means of production will be gradually narrowed 
rather than expanded. This is the basic starting point as we believe in 
the historical development law that public ownership of the means of 
production will eventually replace private ownership. 


Even if the joint-stock system is adopted in large state-owned enterprises, 
the stocks held in the hands of individual workers stil] accounts for a 
very smal] proportion. If the workers’ sense of being masters could only 
come from their holding oi stocks, then the small amounts of stocks would 
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not play any significant role .n strengthening their sense of being masters, 
In some capitalist countries, the so-called "democratization of capital" 

has been carried out for many years by allowing workers to hold small 
quantities of stocks, but this did not achieve any special result. Under 

the socialist system, workers are masters of the state and are also 

masters of their enterprises. There are many ways to arouse their work 
enthusiasm. For example, we can gradually raise their living standards 

on the basis of developing production through the serious implementation 

of the principle of distribution according to work; and we can also guarantee 
their master position through strengthening the system of democratic manage- 
ment in the enterprises. Distribution according to work and democratic 
management must all be realized under public ownership of the means of 
production. At the same time, it is alsu necessary to do effective 
ideological and political work to help workers establish a lofty ideal and 
become conscious of linking the immediate interests with long-term interests 
and linking individual interests with the interests of the state and the 
enterprises. Many things can be done in these aspects, and we can tap 

great potential through doing that. Our hopes should not merely be placed 
on the adoption of the joint-stock system. 


9, Ag far as the character of dividends is concerned, this is one of the 
controversial issues at present. Some comrades say that the dividenus 
also embody the principle of more income for more work, because the stock- 
holders are laborers and the money they use to buy stocks is part of their 
income from work. This argument is rather farfetched. It is better for 
us to pay more attention to the scientific analysis of the necessary 
distribution forms in the current stage of socialism than proving that 
dividends also come into line with the distribution principle of more 
income for more work in an unconvincing way. The socialist distribution 
principle is to pay more for more work. However, our country now is still 
in the elementary stage of socialism, and the socialist system is still 
not very mature in many aspects. In the field of distribution, there is 
alsc a complicated situation corresponding to the diversification of 
ownership forms and economic organizational forms, That is, there are 

not only a variety forms of implementing the principle of distribution 
according to work, but also some distribution forms which are not in line 
with the principle of more pay for more work. The interest income from 
bank deposits and bonds and the dividends from the joint-stock system 
belong to the latter. At present, it is necessary and correct to adopt 

a policy to encourage people to deposit money in the bank and to make 
investments. ‘\’e should realize the necessity and the usefulness of bank 
deposits and joirt-stock investment in our economic development, but we 
should not unconvincingly link such things with the principle of distribu- 
tion according to work. Such an unconvincing explanation would not help 
reveal the essence of the things, but would just lead to a false conclusion: 
In the current stage of socialism, all distribution forms must be in line 
with the principle of more pay for more work; and there must be no other 
forms of distribution. This is certainly not true, and not a conclusion 
that the comrades who hold the above-mentioned viewpoint really want to 
draw, 
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Here, I would also like to discuss the limits of the stock quantity. 
According to a survey report in a factory, in 1985, per capita profit was 
merely 500 yuan, and the ratio of profits to the used funds was 16.8 
percent. On the other hand, 28.8 yuan of dividends was issued for each 
100 yuan of stock. At that factory, the largest stockholder worker bought 
4,000 yuan of shares and earned 1,152 yuan of dividends, which even 
exceeded the profits created by two workers. This showed that if there is 
a great difference in the stock quantity held by the workers, some 
interest contradiction and antagonism may be brought about between large 
and small stockholders and between stockholders and non-stockholders. 

If the dividend rate is way above the reasonable level, the contradiction 
and antagonism may even be sharpened. This is not a serious problem at 
present, but our economic science should foresee this development tendency 
and our economic policy should also be suited to those situations that 

we can foresee. In view of the long-term development tendency, there 
shoulc be some appropriate limits on the stock quantity held by individuals, 
and the dividend income should also be brought under control through 
limiting the dividend rate and imposing progressive taxes on dividend 
incomes, Otherwise, there will be polarization in the distribution of 
social wealth, and some "rentiers" may also appear. 


10. The development of a joint-stock economy will lead to the diversifica- 
tion of the investment bodies. In order to prevent the vicious swelling 

of capital investment, we should strengthen management over the estab- 
lishment and development of joint-stock enterprises. For example, it 
should be stipulated that enterprises and institutions can only use their 
own funds to buy stocks and must not use the funds that they should use 

to pay taxes, deliver profits or use the earmarked special funds, working 
funds, or bank loans for stock investment. The plan of raising funds 
through issuing stocks for making capital investment must first be approved 
and included in the state's general plan for capital investment. 


the important difference between bonds and shares is that the enterprise 
which issues bonds will not only have to pay interest but also have to repay 
the principal to the investors, but the enterprise which issues stocks 
will just have to pay dividends to the stockholders. As compared with 
bonds, the advantage of stock is that it can raise some relatively stable 
funds. However, as some enterprises issued stocks to their workers, they 
not only paid regular dividends to the stockholders, but also promised to 
return to face value of the stock to the stockholders in time. This 
enables the individuals to gain the advantages of both bonds and shares, 
but the state cannot gain any benefit. This will only increase workers' 
individual incomes and detract from the funds' long-term and stable 
character, 


11. According to the general practice, shares should be able to be 
inherited, used as security, and transferred, Therefore, with the develop- 
ment of the joint-stock system, there will inevitably be trading of stocks, 
and this will unavoidably give rise to speculation in stocks. Even under 
the capitalist system, stock speculation is controlled. Under the socialist 
system, we should all the more strengthen stock management and establish 
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and perfect economic legislation, including the enactment of the joint-stock 
company law and the stock issuance law, so as to bring the joint-stock 
system into line with the development of the planned commodity economy. 
Even with a perfect legal system and strict management, what we can do is 
still to give guidance to stock dealings by giving play to the advantages 
and containing the disadvantages, and we cannot completely overcome its 
negative influence. We should not neglect the negative influence of stock 
trading on economic development. Stock speculation should not be artifi- 
cially created and encouraged, because this is incompatible with the 
requirements of the planned commodity economy. 


12. To sum up the above analysis, as an organizational form of socialized 
production, the joint-stock system will still be able to play a positive 
role under the socialist system, but we should properly treat it and should 
not overestimate its role. It is impossible to base our economy completely 
on the joint-stock system. Our present economic management system is 

still not perfect, and there are still many loopholes in our financial 
management coupled with the existence of a serious degree of unhealthy 

and irregular practice. Therefore, we should be fully prepared for the 
problems that may be brought about by the joint-stock system. It is hard 
to achieve the expected purpose if we take the adoption of the joint-stock 
system as the key to invigorating large and medium-sized state-owned 
enterprises and to advancing the economic structural reforms. Even in 

the conditions where the joint-stock system can be adopted, we must still 
not rush headlong into mass action. Such mass action will just turn a 

good thing into a bad thing and spoil everything. We had such negative 
experiences in the past, and we must not forget it. 
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NATIONAL AFFAIRS, POLICY 


GUANGMING RIBAO ON APPLYING LAW OF VALUE 
HK301448 Beijing GUANCMING RIBAO in Chinese 18 Apr 87 p 3 


[Article by Yang Jianbai (2799 1017 4101): '"Conscientiously Utilize the 
System of Economic Law That Takes the Law of Value as Its Center"] 


[Text] Abstract: The most important problem in practicing the planned 
commodity economy is to follow and apply the law of value. However, in 
the development of the national economy, other relevant economic laws 
should also be applied and formed into a system. The law of value is the 
core of the economic law system. Therefore, application of the economic 
law system will not affect the position and role of the law of value. 
[end abstract ] 


The commodity economy should be carried out in a planned way to ensure 
the value of commodities. This requires the application of the law of 
value and the economic law system. 


The most important problem in practicing the planned commodity economy 

is to follow and apply the law of value so that social production is 
coordinated with social demand. The basic meaning of the law of value is 
that the value of commodities is determined by the time for social labor. 
Its social role in the commodity economy is bringing about the exchange 

of equal values. As required by the law of value, the two sides engaged 

in the exchange of commodities should realize the value of their commodities 
and thus obtain a relevant use value. In other words, commodity production 
and commodity exchange require individual value to suit the amount of 

labor needed by society. If labor consumption in production units is too 
high, the amount of labor in excess of social needs will not be recognized 
by society. Therefore, labor consumption should be reduced to obtain more 
profits. In this sense, the essential function of the law of value is 
saving labor. This refers to the production of an individual commodity. 

If a commodity is sold according to the necessary amount of social labor 
the commodity represents, the total amount of social labor consumed in 
production of this commodity must correspond with the social demand for 
this commodity. To meet such a social demand, the time for labor must be 
consumed on this commodity. In other words, to carry out the production 

of the total social product proportionately, proportionate labor distribution 
should be introduced to various spheres of social production. This is 
another essential function of the law of value. Only when the time of 
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labor consumed on the total social product constitutes a necessary proportion 
to the total time for social labor can the value of an individual commodity 
be realized. This is precisely a manifestation of the requirement of the 

law of value for saving labor in social reproduction, 


To put the planned commodity economy into effect, it is necessary to 
apply the law of value and to work out a plan on the national economy and 
organize social production under the principle of saving and distributing 
labor in proportion as required by the law of value. In applying the law 
of value, it is necessary to observe the objective law, to bring our 
subjective initiative into play, and to overcome blindness emerging in 
the course of spontaneous regulation of the law of value. In the micro- 
economic field enterprise management should be measured by value and 
carried out under the principle of saving as much labor as possible and 
achieving the best possible economic results; in the macroeconomic field, 
the scale of total social production should be measured by value and 
controlled under the principle of saving and proportionately distributing 
social labor (including materialized and animated labor) so that the use 
value in social production suits the use value in social demand. The 
necessary time for social labor manifests itself in the use value. There- 
fore, the distribution of total social labor should be carried out in 
such a manner that, first, the production of commodities suits the amount 
of labor required by society and, second, the use value of commodities 
corresponds with social demand. If the law of value is applied in this 
way, the proportionate development of the national economy can be maintained. 
This conforms to both macroeconomic and microeconomic interests, 


From the above analysis, we know that the law of value should be conscien- 
tiously applied if the planned commodity economy is to produce good results. 
But the development of the national economy also relies on the application 
of various relevant laws and the formation of the economic law system. 

The conscientious application of the economic law system will not affect 

the position and role of the law of value, because the economic law system 
takes the law of value as its core. 


In applying the law of value to the formulation of our policies, it is 
still necessary to take the basic economic law pointed out by Stalin 

as our basic principle. This basic economic law is aimed at improving 
skills, developing production, and satisfying social demand. Viewed from 
the operation of the commodity economy, the law of value still occupies 

a central position in the economic law system. No economic activity within 
the scope of value does not abide by the law of value. The commodity 
economy cannot be divorced from the relationship between commodities and 
money. The dual nature of labor and the dual nature of commodities still 
exist. None of the links such as production, distribution, exchange, and 
consumption is not connected with value or the law of value. It is 
precisely in this sense that I say that the law of value is the core of 

the economic law system and that we should also conscientiously apply the 
economic law system when applying the law of value. 











The economic law system consists of many economic laws, I would like to 
air my views on some of them. 


In applying the law of value, it is necessary to cater to the productive 
forces, to production relations, and to the needs for adapting the economic 
base to the superstructure. Due to the restrictive role of this law, 

the socialist economic law system can display its function along the 
socialist road on the basis of public ownership of the means of production. 
What is more important is that the law of value can help meet the material 
and cultural needs of society in the course of expanding social reproduction. 


Because the law of value is a law of the commodity economy, it displays 
its role in coordination with the law of competition and the law of supply 
and demand. The law of value controls the law of competition, but only 
through competition can the law of value display its role and can the time 
for social labor determine value. Through the rise and fall of commodity 
prices, individual commodity producers will be able to know what society 
requires, how much it requires, and what it does not require. The factor 
that plays a dominant role in this respect is the law of value, as the 
result of competition is that commodities are sold at their value, that 
is, according to the amouni of social labor contained by them, and that 
the amount of social labor consumed in the production of these commodities 
conforms to the social demand for these commodities. Obviously, each of 
these laws displays its role as a law system. Therefore, when applying 
the law of value, the law of competition as well as the law of supply and 
demand should also be applied. 


Now let us view the relationships between the law of value, the law of 
saving and distributing labor time in a planned way, and the law of planned 
and proportionate development. These three laws take the amount of social 
labor as their social measurement, and their basic functions are identical. 
Marx pointed out that the law of saving and distributing labor time in a 
planned way is an economic law of primary importance based on common 
production. Therefore, we may as well say that the law of saving and 
proportionately distributing labor is the law of value under noncommodity 
economic conditions and that the law of value is the law of saving and 
proportionately distributing labor under commodity economic conditions. 

As to the law of planned and proportionate development pointed out by 
Stalin, I am of the opinion that the component of this law is already 
contained in the economic law of primary importance mentioned by Marx. 
Under commodity economic conditions, both proportionate distribution of 
labor and proportionate development of the national economy are connected 
with value, commodities, and money. Use value manifests itself in the 

form of money. Therefore, in the final analysis, the economic law system 
takes the law of value as its core, 


Some other important laws in the economic law system are the law of 
distribution according to work, the law of socialist accumulation, the law 
of social fund circulation, and so on. Distribution according to work is 
the exchange of equal labor, this is, the exchange of equal values generally 
referred to in the exchange of commodities. The law of distribution 
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according to work is connected with the law of the reproduction of the labor 
force and the law of population. The total income obtained by laborers 

in the entire society from distribution constitutes the social consumption 
fund. Another fund playing the counterpart is the accumulation fund for 
expanding reproduction and social reserve, The consumption and accumulation 
funds are the ultimate income formed by the national revenue through 
production, distribution, and redistribution. Plus the compensatory fund, 
they constitute the ultimate result of the operations of the total social 
product and of the national revenue. This is also the process of the 
formation and operation of the social fund. Viewed from social reproduction 
as a whole, this process of operation is controlled by the law of social 
fund circulation. Operating in coordination with this are the law of 
expanding reproduction and the law of the ratio between the two big 
categories, In a word, our ultimate aim is to make the total supply of 
social products remain in balance with the total demand for social products, 
regardless of whether we view this problem from the operation of the social 
fund or from the production of social products. This is the overall 
requirement of the law of supply and demand that displays its role in 

close coordination with the law of value. 
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VIEWS ON ASSET MANAGEME. T RESPONSIBILITY SYSTEM 
HKO10625 Beijing GUANGMING RIBAO in Chinese 18 Apr 87 p 3 


[Economics Trends" column by Ke Ping (2688 1627): "Deepen the Exploration 
of the Enterprise Structural Reform--A Summary of Viewpoints Aired at a 
"National Seminar on an Assets Management Responsibility System'"- 
passages in slantlines published in boldface] 


[Text] The first stage of experimental work for the assets management 
responsibility system has been completed by 100 enterprises in more than 
30 cities throughout the country. To deepen the present enterprise 
structural reform, the economics institute under the Chinese Academy of 
Social Sciences, and the theoretical department of JINGJI RIBAO jointly 
held a "National Seminar on an Assets Management Responsibility System." 
Proceeding from the practice of the assets management responsibility 
system, the seminar held lively discussions and made a comparison between 
the assets management responsibility system and other forms of enterprise 
reform. I[t also discussed the result of the experiment on the assets 
responsibility system, the problem arising in the experiment, the path and 
future direction for further improving and deepening the experiment, and 
so on. The discussion was characterized by integrating theories with 
practice, 


I. A Comparison Between the Assets Management Responsibility System and 
Other Forms of Enterprise Reform 


In accordance with practical experience gained from experimental work, 

the participating comrades made a comparison between the assets management 
responsibility system and the leasing system, contract system, and enter- 
prise managemert responsibility system, and so on. 


/1. Assets management responsibility system and leasing system/ All the 
participants unanimously maintain that the assets management responsibility 
system is a further development of the leasing system. It overcomes the 
three basic defects of the leasing system: 1) The leasing system is 
applied on too-narrow a scale, and the leasing system is particularly 
unsuitable for the large and medium state-operated enterprises. 2) With 
the implementation of the leasing system, everything is done to seek new 
facilities and equipment in order to "make profits the same year the 
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leasing system is implemented." The practice of making short-term plans 
only prevails in enterprises under such a system. 3) Due to the fact 

that the targets under leasing system are subjectively worked out, the 
incomes of leaseholders might be too high. This will cause frictien 
between workers and factory directors. In the meantime, very often the 
profits earmarked for factory directors cannot be honored, They might not 
be able to pocket the profits. However, with the pursuance of the policy 

of openly inviting tenders in the course of the implementation of the 
assets management responsibility system, and the assessment and re-assessment 
of the assets by simulated market in addition to the link between punishment 
and reward for the operators and total wages, the defects of the leasing 
system can be overcome. Furthermore, the "hunger and thirst for investment" 
can be effectively curbed. 


/2. Assets management responsibility system and contract system/ Many 
comrades point out that the following problems have occurred in the contract 
system: ' 1) The scope to which the contract system is applied is not 

broad enough. The contractors are willing to undertake those projects 
with high profits and better market demand. In particular, they are 
willing to be contractors of enterprises mainly guided by mandatory 
planning. However, contractors are not willing to be involved in enter- 
prises which lose money in business, or whose products are not competitive 
on the market. 2) Due to the fact that enterprises are striving for more 
funds, the phenomenon of bargaining between responsible departments at 

the higher level and the contractors cannot be avoided. The assets of 

the state are thus affected, because individuals profit at the expense of 
the collectives, and the collectives profit at the expense of the state. 
3) Due to the fact that the contract system also covers profits and tax, 
this will obstruct the work of straightening out the relations between 
profits and tax in the future. 4) The contract system is not beneficial 
to the readjustment of the production setup. 5) The investment and 
production output of contracted enterprises are not stable. Once the situa- 
tion has changed, the state financial department might ask for the 
alteration of the contract, or the contractors are not willing to be bound 
by the contracts any longer. 6) If fixed assets are also covered by the 
contracts, enterprises will vie with one another to make investment 
regardless of the profits gained from the investment. Conversely, since 
the assets management responsibility system places its emphasis on finan- 
cial relations, through inviting tenders in society and the assessment of 
assets on the market, it can solve the six problems mentioned above. 


/3. Assets management responsibility system and enterprise operational 
responsibility system/ Comrades coming from the cities where experiments 
are conducted make a comparison between these two kinds of responsibility 
systems, stress that the responsibility systems are both centered on the 
separation between administrative power and operational power, and on 
further integration of the responsibility, power, and benefits of the 
operators, However, the enterprise operational responsibility system has 
simplified the assets management responsibility system. In particular, 

the measures of openly inviting tenders and the assessment and re-assessment 
of the assets by simulated market are given up. In addition, the enterprise 
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operational responsibility system is not so strict as the assets management 
responsibility system in terms of conceding benefits, and determining the 
incomes of the operators, Some other comrades hold that that enterprise 
operational management system is only an initial stage of the assets 
management responsibility system. In future, the enterprise operational 
management system will be developed into an assets management responsibility 
system. 


/4, Assets management responsibility system and share system/ All parti- 
cipants maintain that certain conditions are needed for the implementation 
of the share system. These conditions include that shares can be bought 
and sold, and that some people should be truly responsible for the assets 
of the state, and so on. But, at present these conditions are still not 
available. The share system, which is now being implemented, can only 
play the role of raising funds. Therefore, it is a bogus share system. 

In addition, the method of sharing out bonuses aimed at evading bonus tax 
and increasing the incomes of workers is also a problem. The share system 
is not necessarily applicable to the large and medium state-operated 
enterprises, It may be applicable to small enterprises, cr enterprises 
which suffer losses in business, 


Other comrades believe that since the assets management responsibility 
system can play its role through competition, the responsibility and binding 
force governing the operators have been strengthened. But this is not the 
case with the owners and workers, With the establishment of the collec- 
tive ownership system based on a share system, the owners and workers will 
be responsible for assets. Therefore, it is necessary to "link" the assets 
management responsibility system with the share system. This will give 
rise to a share and assets management responsibility system. Some comrades 
clearly point out that share system is the future direction of the 
development of the assets management responsibility system. 


II. Initial Results Have Been Obtained From Experiments With the Assets 
Management Responsibility System 


/1. The assets management responsibility system has adhered to the basic 
orientation of socialism./ Comrades from the local governments made the 
following evaluation of the assets management responsibility system: 

The system is a structural reform of enterprises under the prerequisite 

of upholding socialism. Instead of weakening the position of the public 
ownership, it has strengthened the public ownership system. In particular, 
it has greatly strengthened the proliferation power of the state~-operated 
assets. At present, it is a feasible method for reforming and improving 
the socialist public ownership. 


/2. The assets management responsibility system is beneficial to the 
separation of the ownership from the power of operation./ Deepening 
enterprise reform on the basis of the separation of ownership from power 
of operation is the orientation for the reform of the enterprise structure 
in our country. Comrades who have participated in experiments with the 
assets management responsibility system say that in the past we always 
failed to delegate power although the necessity of streamlining government 
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organs and delegating power had always been stressed. The assets management 
responsibility system is a practical and effective method for streamlining 
government organs and delegating power. Once the contracts are signed, 

the contractors truly have power in hand. The responsible departments 

only take charge of the work of supervising enterprises and coordinating 
their activities. They are not allowed to interfere in the specific 
business activities of enterprises. Even when the factory director 
responsibility system is being implemented, it is not so easy to smoothly 
streamline government organs and delegate power. 


/3. The-spirit of competition runs through the assets management responsi- 
bility system, and a breakthrough has been made with regard to the selec- 
tion and promotion of talented personnel./ To develop commodity economy, 

we should admit, permit and develop competition. The spirit of competition 
runs through the assets management responsibility system as described by 

the participants, with the implementation of the assets management responsi- 
bility system, the operators come to power, stand firm on their feet, and 
win the victory amid competition. 


The participents maintain that through inviting tenders, the assets manage- 
ment responsibility system has brought the mechanism of competition and the 
mechanism of self-development to the process of the growth of operators. 

This has changed the previous method of appointment, and created conditions 
for equal competition for the growth of first generation Chinese entrepreneurs. 


/4, The assets management responsibility system has vigorously promoted 
the reform of the operating mechanism of enterprises./ Scme comrades say: 
Due to the fact that the enterprise, which are implementing the assets 
management responsibility system, are in a position of "fighting to win or 
die," they are more active and conscious of carrying out reforms with 
regard to the establishment of the organs inside enterprises, overal] 
personnel arrangements, labor assignment, distribution systems, and so on. 
The contents and forms of their reforms are more practical. Judging from 
the achievements made by enterprises which are implementing the assets 
management responsibility system on a trial basis in Shenyang, Wuhan 

and Hunan, we find out that they have carried out marked reforms with 
regard to their operational mechanism. After analysis, we discover that 
there are generally two reasons for this: 1) Due to the fact that the 
value of assets is assessed in the society amid competition, the potentials 
of enterprises have been basically estimated. To tap these potentials, 
factor directors cannot but reform the mechanism of the operation of their 
enterprises, 2) Due to the fact that a tender is accepted amid competition, 
and that the operators have the organizational power in addition to their 
mortgage on assets, and the system of combining punishment with award, the 
operators dare to remove various kinds of obstacles to carry out reform 

of the mechanism of operation in the enterprises, 


/5. The assets management responsibility system can effectively curb 
inflation of investment./ The participants have a strong response to the 
function of an assets management responsibility system of curbing inflation 
of investment. They stress: Due to the fact that the assets management 
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responsibility system should be responsible for economic loss resulting 
from blind investment and poor results of investment, this is actually 
useful to controlling inflation of investment, to curing the disease of 
hunger and thirst for investment, and to solving the problem of investing 
the funds of enterprises rationally. Some comrades maintained: The assets 
management responsibility system has enabled operators to give more 
consideration to opportunity cost of funds earmarked for the investment in 
equipment and facilities, and to resist the impulse for blind investment. 
Some other comrades stress: On the basis of the proliferation of assets 
and the re-assessment of assets, the assets management responsibility 
system has enabled enterprises to change the maximum use of resources 

into maximum benefits derived from resources, so that operators can 
consciously and properly control the amount of investment. This is the 
true reason why the system can effectively curb inflation of investment. 


/6. With regard to strengthening the staying power of enterprises the 
assets management responsibility system has strongly demanded that operators 
give up their practice of basing everything on short-term planning./ Al] 
the participants maintain: The assets management responsibility system 

has urged a continuous proliferation of the assets of enterprises. 

Whether the responsible persons should be awarded or punished is determined 
by the increase or decrease of the assets assessed during the new fiscal year. 
This will urge responsible operators to do everything possible to fulfill 
the targets of profits set in plans every year. They should try in every 
possible way to carry out technical reform, enhance the prestige of their 
products, and strengthen the competitiveness of their enterprises to lay 
a foundation for the proliferation of their assets. 


III. A Debate on Problems Arising From the Practice of the Assets Management 
Responsibility System 


The experiment with the assets management responsibility system has only 
been operating a short time. Some problems have already occurred for 
various reasons. A heated discussion was carried out on these problems. 


/1. The problem of openly inviting tenders in the society, and very high 
costs/ Some comrades say: Judging from the experimental work done by 
cities such as Chongqing, and others, it has been discovered that the time 
for inviting tenders is too long. Too much manpower and money have been 
used, and the costs are too high. All this is a fairly great pressure on 
enterprises, Some participants suggest that the method of inviting tenders 
be changed into submitting a tender based on negotiations in order to reduce 
the scope of competition. 


Some comrades say that an analysis is needed because of high costs. 

1) Due to the fact that cadres from various localities are not familiar 

with the assets management responsibility system, they assign too many 

people to do organizational work in order to show that they attach importance 
to the implementation of the system. 2) Due to the fact that enterprises 
lack experience, they spend too much money on reception work. 3) A process 
is needed for comrades from various quarters to adapt themselves to the 
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trial implementation of the assets management responsibility system. 
Therefore, the time for invicing tenders and submitting bids is too long. 


Ihe difficulties brought about by these problems can be solved as far as 
5 . i 


possible. On the one hand, we can run a training class aimed at unifving 
the understanding of cadres at all levels so that they grasp the cru~ of 


the matter. On the other hand, we can design all-embracing forms which 
are easy to understand. All units concerned should fill in those forms 
before hand, and the materials will be published in a unified way Thus, 
costs can be significantly reduced. 


Some comrades take exception to the proposals mentioned above. They 
believe that it is not suitable to change the method of inviting tenders 
to that of submitting a tender based on negotiations and that at the 
present stage we need not fear high costs. Judging from the situation as 
a whole, if the costs are higher, a better job can be done. Excellent 
tenders can thus be invited. The benefits to be gained by factories 
concerned will far exceed high costs at the initial stage. 


/2. The problem ot assessing and re-assessing the assets by the society 

and the complexity of the problem/ Comrades from some cities sav: The 

work of letting the society assess the assets in the course of implementing 
the assets management responsibility system is too complicated, and is hard 
to understand. But some other comrades from the cities where the experi- 
ments are being conducted maintain that the work is not as complicated as 
the general survey of fixed assets done not long ago. There are several! 
reasons contributing to the complexity of the problem: 1) At the beginning, 
it is difficult to grasp the essence of the assessment of the assets by 

the society. 2) Due to the fact that no detailed explanation has been 
provided for the calculation formula of the assets, the problem becomes 
complicated. But it is completely possible to further improve the situation. 
/3. The problem of accuracy with regard to the assessment of assets by 

the society/ The necessity of assess :'-g assets through the competition of 
tenders is accepted by all. However, some comrades air their views on the 
accuracy of the assessment. They maintain that the assessment of assets 

by the society cannot necessarily reflect all factors of the enterprises 
concerned. In particular, during the reassessment personal quality of the 
tenders is involved. It is no longer a completely objective assessment 

of the assets concerned. It is irrational to reward the previous operators 
because of this. 

Some comrades do not accept this view, saying that as Jong as the principl 
of full competition is adhered to, it is basically rational to carry out 
the assessment of assets by the society. In actual practice, the fact 

that the profits earned by enterprises after they are taken over by tenders 
are much higher than in the past has proved this. Furthermore, when market 
conditions are not yet fully developed, it is impossible to assess the 
assets of enterprises very accurately no matter what forms (including 

stock market) are adopted. As far as assets management responsibility 
system is concerned, first priority must be given to assessment and 
reassessment of assets by the society on the basis of competition. Whether 
the assessment is accurate or not is less important. 
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/4. The problems of experimental implementation of the assets management 
responsibility system, and external conditions of enterprises/ The parti- 
cipants generally hold that at present the reform in enterprise structure 
is still restricted by a series of external conditions which fail to coordi- 
nate with each other. A fairly great obstruction has come from finance, 
tax, loans and so on. However, at present the most serious problem facing 
the assets management responsibility system is that the pressure on it is 
much greater than other kinds of reforms in enterprises, In addition, the 
benefits conceded by the system to enterprises are also small. The 
majority of enterprises wish to try out other plans since they have several 
other alternatives. This has put great pressure on the enterprises which 
are implementing the assets management responsibility system on a trial 
basis. It is difficult for factory directors to withstand the pressure 
exerted by workers. It has been demanded that the amount of profits 
conceded by various different plans be unified. 


/5. How can we strengthen the responsibility and pressure on the owners?/ 
Comrades who are participating in the experiment on the implementation of 
the assets management responsibility system hold that the problem of who 
represents the owners has not yet been clarified. Responsible departments, 
financial departments, revenue departments, banking institutions, and so 
on all claim to be representatives of owners. But they cannot represent 
owners in all aspects. This has created difficulties for the enterprises 
which are carrying out their experimental work. The above-mentioned units 
claim to be representatives of the owners, but they are rot held fully 
responsible for the affairs in the enterprises, Comrad:s from the depart- 
ments in charge of structural reform also point out: lWue to the fact that 
power is not concentrated, the work of electing factory directors has 
caused friction among various departments. They even dispute over trifles. 
In addition, the operators are not effectively bound. Comrades from 
Shenyang propose that an administrative bureau in charge of the state 
assets be set up in order to give play to the role of owners. With regard 
to the issues concerning the way to establish the bureau, its functions, 
and its relations with other departments, and so on, they should be submitted 
to the theoretical department for study. 


Some comrades maintain that after the establishment of the administrative 
bureau in charge of the state assets, we should see to it that its relations 
with enterprises concerned are not one of consecutive subordination. 
Otherwise, it only means the establishment of another superfluous institution. 


fhe consensus of the opinions of all participants is that the problems 
arising in the course of the experimental implementation of the assets 
management responsibility system are problems on the road of advance. 
Some problems have also occurred in the experiments on other kinds of 
reforms. Some problems are discovered in the course of explorations for 
the assets management responsibility system while enterprise reform is 
being carried out. Resolving these problems and difficulties will be a 
new starting point for deepening the reform. 


/9604 
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NATIONAL AFFAIRS, POLICY 


ECONOMIC REFORM REVIEWED AT NATIONAL FORUM 
HKO30814 Beijing GUANGMING RIBAO in Chinese 25 Apr 87 p 3 


[Economic Trends": "Recall and Sum Up the Experience of Reform in the Past 
8 Years, Explore Ways for Reform in the Coming 2 Years" ] 


[Text] The 93th issue of LILUN XINXI BAO published excerpts of the speech made 
by Gao Shangquan, vice minister of the State Restructuring of the Economic 
System Commission, at the forum of 15 provinces and cities on economic reform, 
Comrade Gao Shangquan said: The purpose of reviewing and summing up the reform 
of the past 8 years is to sum up experiences, enhance the idcological level, 
seach a common understanding, and uphold reform. Concretely speaking, here are 
the main points: 


1) Reform started following the 3d Plenary Session of the 11th CPC Central 
Committee, and it has been 8 years since then. What on earth is the real 
Situation? What has really been achieved? We must make sure by reviewing 
the experience of reform during the past 8 years. 


2) In the past few years some problems have emerged in our economic development, 
such a swollen investment and consumption and price hikes. Which problems are 
related to reform and which are not? We must acquire a clear understanding of 
them by reviewing and summing up the experience of reforn during the past 

8 years. 


3) The deeper the reform goes, the greater difficulties we will meet with. For 
example, it is not easy for us to carry out reform inside enterprises when ex- 
ternal conditions are not available and to carry out reform outside enterprises 
when internal conditions are not available. By reviewing and summing up the 
experience of reform during the past 8 years, we must find out what difficulties 
we are meeting with in the present stage of reform. What shall we do? 


4) During the past 8 years, sometimes reform went on smoothly and sometimes not. 
Carrying out reform without being guided by a certain thought is out of the 
question. By reviewing and summing up the experience of reform during the past 
8 years, we must be clear about our train of thought for reform. Otherwise, 
there will be no basis for how to carry out reform in the coming 2 years. 


/12232 
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NATIONAL AFFAIRS, POLICY 


COMMENTARY ON CURBING FIXED-ASSET INVESTMENT 
OW290927 Beijing XINHUA Domestic Service in Chinese 1034 GMT 28 Apr 87 


[Text] Beijing, 28 Apr (XINHUA)--Commentary: We Must Implement the Policy 
of Three Guarantees and Three Restrictions to the Letter 


[by] XINHUA reporter Shi Baohua 


Since the central authorities began to call for checking overheated economic 
growth and excessive expenditure, the trend of too rapid increase in fixed- 
assets investment has subsided somewhat. However, it still lags far behind 
what is required. For one thing, fixed-asset investment outside the plan, 
instead of being reduced, continued to increase during the first quarter 

of this year, Such a situation cannot but arouse our serious attention. 

In this connection, the State Council adopted the policy of three guarantees 
and three restrictions, namely, guarantee the construction of projects 
included in the plan, of productive projects, and of key projects, while 
restricting projects that are outside the plan, non-productive, and nor-key, 
to be resolutely implemented by all localities, 


Why has the problem of excessive fixed-asset investment not been properly 
solved? Besides the defects inherent in our capital construction system, 
the principal reason is that leaders in many localities, departments, and 
units have various wrong ideas and do not fully understand the importance 
and urgency of curbing the scale of fixed-asset investment. 


"Since construction is good, why bother to control?" This is a widely 
shared view. Construction is indeed good. However, since construction 
requires investment of financial and material resources in large amounts, 
we must take into consideration the question of desire versus reality and 
demand versus possibility. The overextension of and rapid increase in 
fixed-asset investment in recent years have exceeded the capacity of the 
national economy. They have become major factors in the imbalance between 
total supply and demand in society, the strains on state financial and 
material resources, and the unstable economic development. Experience 
shows us that in construction we must act in accordance with our capacity. 
If we become hotheaded and rush headlong to launch too many new projects, 
we will be punished by economic law. In that case, projects which are 
supposed to benefit society may well bring disasters and a good thing can 
be turned into a bad thing, 
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"All of the projects we have started are urgently needed." This reason is 
often cited by many people. ‘To be fair, we must admit that most of the local 
projects are decided after discussions and studies, All of these projects, 
if judged individually and from a local point of view, are probably needed 
and should have been launched, However, the national economy is an organic 
whole requiring coordinated development. Whether a project is reasonable 
or urgently needed must be judged from the local viewpoint, as well as from 
the national and macroeconomic viewpoint. Moreover, we must also consider 
whether adequate funding, raw materials, energy, transport facilities, and 
other conditions required for construction projects are available. There- 
fore, we must adopt an overview in curbing and controlling fixed-asset 
investment, take the interest of the whole into consideration, and, if 
necessary, sacrifice local interests for national interests. 


"Why can we not start a project with our own money?" This view is shared 
by many cash-rich localities, departments, and units. In addition to 
funding, which is an important requirement, we need raw materials, energy, 
transport and other basic facilities, construction, production, and technical 
personnel, and other requirements in order to carry out a construction 
project. At present, most of the investment outside the plan is spent on 
construction involving ordinary processing industries and nonproductive 
projects. This makes the already strained situation in energy, raw 
materials, and transportation become more so and increases the imbalance 
in fixed-asset investment. Under such conditions, even if we barely 
launch some projects, we will be unable to put them into operations. Are 
there not enough examples of this kind? 


Restricting and bringing under control fixed-asset investment is a rigorous 
task facing leadership at all levels. If we implement this work well, we 
will probably be able to overcome the difficulties in our economic work 
rather smoothly and achieve a sustained, stable economic growth. If we 
treat it lightly and indifferently, the destabilizing factors in our 
economy might explode and force us to make major readjustments. For this 
reason, we must take resolute measures to solve this problem which affects 
overall economic development. At present, in line with the policy of three 
guarantees and restrictions, we must straighten things out with regard to 
the newly launched projects and cut all those projects that should be cut. 
We must resolutely stop the trend of too rapid increase in fixed-asset 
investment in order to consolidate and develop the hard-earned excellent 
situation and ensure the smooth progress of reform and opening up. 
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PROVINCIAL AFFAIRS 


OINGHAIs GOVERNOR ASSISTS IN EQUIPMENT SALVAGE PLANS 
OW210537 Beijing XINHUA Domestic Service in Chinese 2303 GMT 20 Apr 87 
[By Reporters Sun Ninghai and Dang Zhou] 


[Excerpts] Xining, 21 Apr (XINHUA)--A salvage plan for equipment worth nearly 
10 million yuan of the Qinghai No 2 Chemical Fertilizer Plant, which stopped 
production 6 years ago, was worked out 6 days after the press carried a 
critical report on the handling of the equipment concerned. The provincial 
people's government has reached a decision to call in technical consultative 
assistance from Shanghai experts, hoping the long-standing problems at the 
plant would be solved in a short time, The plant has been living off the 
state's subsidy of 500,000 yuan every year, 


Governor Song Ruixiang had this to say: Press criticism has been a driving 
force to promote work in Qinghai, The case of the Qinghai No 2 Chemical 
Fertilizer Plant is not an isolated one; many plants in Oinghai have en: 
countered a similar situation, which adversely affected the province's indus- 
trial production, We should make a case-by-case study of the problems left 
over by shutdown plants as one of the important parts of the campaign to in- 
crease production and practice economy, and seriously deal with the whole 
problem, 


On 18 March, Governor Song Ruixiang and Vice Governor Wu Chengzhi, accompanied 
by responsible comrades from the province's financial and economic committee, 
planning committee, department of heavy industry, department of finance, and 
banks, visited the worksites of the Oinghai No 2 Chemical Fertilizer Plant and 
the Oinghai Iron and Steel Plant, They conferred with responsible comrades of 
the enterprises concerned and "diagnosed" the problems left over by the No 2 
Chemical Fertilizer Plant, the Ledou Nitrogenous Fertilizer Plant, the Jiang- 
chang Coal Mine, the Qinghai Iron and Steel Plant, and the Oilianshan Copper 
Dressing Plant, Some on-the-spot decisions were made on solving problems of 
these plants and mines after a whole day's "diagnosis," 
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PROVINCIAL AFFAIRS 


SHAANXI REDUCES NONPRODUCTIVE EXPENDITURE 
Beijing RENMIN RIBAO in Chinese 10 Mar 87 p 1 


[Article by Meng Xi'an [1322 6007 1344]: "Shaanxi Cuts Back Nonproductive 
Expenditure; Carries on Spirit of Yan'an in 'Two Increases and Two Thrifts'") 


[Text] The Shaanxi Provincial Party Committee and provincial people's 
government are calling on the province's people to take up and carry on the 
spirit of Yan'an in the movement to increase production, practice thrift, 
increase income and reduce expenditure, vigorously cutting back on 
nonproductive expenditure while at the same time increasing economic benefits. 


The provincial party committee and government have determined that, building 
on last year's foundation, this year all administrative expenditures will be 
cut back 10 percent, purchasing power of social groups will be cut back 50 
percent, and all conference costs will be cut 40 percent. They have clearly 
stipulated that beginning now no new organizations or staff may be added at 
will, nor may any organizations be upgraded; all "associations," "centers," 
etc., must truly be run as nongovernmental organizations and must gradually 
become able to pay their own costs. They are recommending that fewer, smaller, 
and shorter meetings be held, that meetings be combined, that business be 
conducted on the scene, that telephone conferences be held, etc., so as to 
reduce expenditure. Business meetings of provincial-level departments should 
generally be held only at the prefectural or municipal level. Approved 
conferences should not be enlarged or have their allotted expenditure 
increased without permission; awards ceremonies, victory meetings, tea 
parties, ribbon-cutting ceremonies, and other activities at the start or 
completion of construction should all be strictly checked. Lavish banquets and 
gift giving in violation of the regulations are strictly prohibited for all 
types of meetings. Publication of all types of journals and reports should be 
controlled; those that are similar in content and duplicative should be 
merged, while those of poor quality should be terminated; those that can be 
typed should not be printed by letterpress; publications that must be 
maintained and issued publicly should be self-supporting and should receive no 
further financial subsidies, unless specially approved within the province. 
The various departments, offices, committees, and bureaus of the provincial 
party committee and government may publish one or two brief reports at most; 
all others must be dispensed with. Printing costs of ordinary units should be 
cut 20 or 30 percent. At the same time, the masses should be taught not to 
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spend more than they earn, to handle their living costs reasonably and to 
consciously lower spending for special occasions such as marriages and 
funerals, to resolutely cut back on activities such as refurbishing temples 
and religious statues, and spreading feudal superstitions, using the money 
saved to develop production. Nonproductive construction, especially halls, 
large buildings, and offices, will not be permitted without examination and 
approval; if construction has already begun on such projects, their scale must 
be cut back and their standards lowered. 
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PROVINCIAL AFFAIRS 


SHANDONG STEPS UP PRODUCTION OF SALABLE GOODS 
Beijing RENMIN RIBAO in Chinese 10 Mar 87 p 1 


[Article by Jia Jianzhou [6328 1696 5297]: "Shandong Strives To Increase 
Salable Goods; Stressing Increased Production and Income While Limiting 


Expenditure" ] 


[Text] In what direction should the movement to increase production and income 
while cutting back on expenditure be directed, and where should it start? In 
Shandong, the approach used involves exploiting available potential and 
striving to increase the production of salable goods, while satisfying 
domestic and foreign market demand to the extent possible. 


The Shandong Provincial Party Committee and government have set the objective 
for this year's struggle: the industrial production plan is up 8 percent; the 
agricultural production plan is up 3 percent; financial income is increased 6 
percent; budgeted investment of self-raised funds by a local government in 
capital construction is cut back 50 percent. 


The provincial party committee and government are treating an increase in 
production and income as the basic focus for raising production and practicing 
thrift; they are calling on cities, departments and industries to sort out 
their products analytically on the basis of improved market forecasting so 
that measures to increase, limit, or shift production can be applied according 
to different conditions. Products with recognized brand names, products that 
are selling well, goods produced to support agriculture, and products exported 
to generate foreign exchange should be treated as focal points for increasing 
production and practicing thrift; they should be given priority in such areas 
as energy, raw materials, funds, foreign exchange, and transport, so as to 
Support enterprises in getting the task of increasing production in high gear. 
At the same time, accelerating technological upgrading and developing new 
products should be used as the principal means of increasing production and 
income, with an emphasis on results. For technological upgrading projects 
completed last year, the emphasis should be on starting production; projects 
under construction this year should be completed on time. Some 3,500 new 
products are being developed throughout the province this year; more than 70 
percent will go into production; the renewal rate for major products is 10 
percent, and the renewal rate for designs and varieties of light industrial 
goods and textiles is 20 percent. The quality stability rate for major 
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industrial goods is over 88 percent; and the qualification rate in spot checks 
of products subject to national and provincial inspection is over 85 percent. 


The provincial party committee and government are currently holding a 
conference of cadres in bodies directly under provincial control to mobilize 
and deploy them to deal with how the movement to increase production and 
income while cutting back on expenditure should be launched. The party 
committee and government are calling on all industries to take aim at the most 
advanced targets inside and outside the province and in China and abroad to 
compete in increasing production, lowering consumption, raising quality, and 
achieving results, with this work to be implemented through the responsibility 
system. 
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FOREIGN TRADE, INVESTMENT 


JOINT VENTURES IN U.S. GIVEN FAVORABLE EVALUATION 
Beijing JINGJI RIBAO in Chinese 27 Feb 87 p 2 


[Article by Li Zhengping [2621 3630 1627]: “China Sets Up 277 Enterprises 
Abroad; Scattered Over More than 50 Countries and Regions, Total Investment 
Over $400 Million") 


[Text] As foreign firms and businessmen come to China to invest in and 
operate factories, China is also engaging in international investment. 
According to statistics as of the end of 1986, China has set up 277 nontrade 
enterprises abroad and in Hong Kong and Macao, involving a total investment of 
$470 million; China's share of this investment is $230 million. These projects 
are scattered over more than 50 countries and regions on 6 continents; they 
include such operations as energy development, industrial and agricultural 
production, communications and transport, contracting engineering, insurance, 
consulting services, health care, restaurants and hotels, tourism, etc. 


Cooperation in deep sea fishing is one focus of China's foreign investment. In 
the 2 years since China's first deep sea fishing fleet went to West Africa in 
March 1985, it has engaged in cooperative fishing in the waters of Guinea, 
Guinea Bissau, Sierra Leone, Senegal, Gabon, Mauritius, Iran, and Alaska, 
taking the first steps toward opening up the deep sea fishing situation and 
laying a good foundation for developing China's deep sea fishing industry. 


Officials give a favorable evaluation to China's joint ventures in the United 
States, which have involved low investment and fast results. Last year China 
set up 16 new nontrade joint and wholly owned ventures in the United States, 
most of which have formally begun operation; the Chinese side has sent 
personnel to share in their management, and their economic results have been 
good. Many businessmen have showed up to discuss business. 
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FOREIGN TRADE, INVESTMENT 


CITIES ALONG CHANG JIANG TO COORDINATE EXPORTS 
Beijing JINGJI RIBAO in Chinese 3 Mar 87 p 2 


[Article by Wang Mingjian [3769 2494 0256]: "Export Coordination Office 
Established; 23 Cities Aiong Chang Jiang Form Association; Will Enable 
Factories With Products to Find Customers, Enterprises With Customers To Have 
Ample Sources of Goods"] 


[Text] A horizontal economic association among central cities along the Chang 
Jiang is beginning to branch out into exports. Officials from several hundred 
enterprises and the foreign trade departments of 23 cities along the 
Changjiang, including Shanghai, Nanjing, Wuhan, and Chongqing, met 18 to 20 
February in Wuhan to discuss how to organize and develop diverse, multilevel, 
multichannel, horizontal economic relations. They decided to establish an 
Office of Export Coordination for the Chang Jiang Basin to present a unified 
front to the outside and adopted a series of policies for mutual benefit. 


As described by informed officials, developing horizontal economic relations 
for Chang Jiang Basin exports is an important component part of the joint 
development of the Chang Jiang by the 23 central cities along its banks. At 
present, the salient conflict in the export trade of Chang Jiang ports is that 
many factories that produce and can supply export goods are unable to find 
customers, and foreign trade enterprises with customers have trouble finding 
sources for goods. It has therefore become urgent to develop horizontal 
relations. The horizontal export relations being developed by the cities along 
the Chang Jiang have attracted nationwide attention. Foreign trade departments 
and productive enterprises from Heilongjiang, Shandong, Shanxi, Shaanxi, 
Qinghai, Guangdong, Guangxi, and Zhejiang have hurried to Wuhan to get in on 
these horizontal relations. Many producers have found outlets for their own 
export goods, and the port of Wuhan alone has ordered such salable export 
goods as wine from Iuzhou, marten pelts from Shandong, wool blankets from 
Qinghai, marquetry flooring from the northeast, cotton grey from Zhenjiang, 
and textiles from Changzhou, with contracts amounting to 130 million yuan. 
This reporter has learned that in order to promote regional exports the 23 
cities along the Chang Jjiang have also worked out several approaches of 
mutual benefit for developing horizontal associations. These include the 
following: foreign trade units in each city may arbitrarily select an export 
port authorized to engage in foreign trade and coordinate its export business 
by such means as agents, joint operations, or allocation and transfer; all 
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retained export exchange and export bonuses in RMB earned through joint 
exports by port cities are divided up among the parties supplying the goods; 
when sophisticated processing and exporting is done jointly, both sides may 
enter their export statistics at the percentages agreed upon, and share in the 
retained foreign exchange; for enterprises wholly owned and operated by a port 
city, retained foreign exchange earned by exports of processed products 
reverts to the customer, and the export statistics are entered for the port 
city; each city's banks and financial institutions may, in accordance with the 
regulations in force, issue loans on a priority basis to projects involving 
the joint creation of an export commodity base and may provide syndication 
loans; specialized banks may discount commercial notes accepted by member 
enterprises of the economic association in other areas, and the people's banks 
may rediscount the discounted notes of the specialized banks in other areas; 
when joint ventures, contractual ventures, or wholly foreign-owned enterprises 
are opened elsewhere and have difficulty paying taxes in the early stages of 
their operation, they may be given preferential treatment in local taxation. 
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FOREIGN TRADE, INVESTMENT 


SHAANXI'S EXPORTS ROSE MORE THAN $170 MILLION IN 1986 
Xi'an SHAANXI RIBAO in Chinese 11 Feb 87 p 1 


[Article by Zhou Fu [0719 4395]: "Shaanxi's Exports Set Record; Last Year More 
Than $170 Million Generated, 65-Percent Increase Over Previous Year"] 


[Text] Last year this province's foreign trade front underwent profound reform 
with overall implementation of a contract responsibility system, and export 
trade made outstanding progress; $171.58 billion was generated by exports last 
year, an increase of 65.63 percent over 1985, which set a record. 


In the last few years, Shaanxi's export trade has developed relatively slowly. 
Early last year, the provincial trade commission signed an “economic 
responsibility contract to ensure fulfillment of the annual export plan" with 
14 import-export companies under provincial control; this integrates 
fulfillment of the plan with rewards and penalties for staff and workers and 
appointment and dismissal of cadres, clarifying the rewards-and-penalties 
approach. Each import-export company subdivides its assignments among its 
departments and individuals, so that a system of personal responsibility is 
universally established. 


Implementation of the economic contract responsibility system has strengthened 
the sense of responsibility and initiative of leaders and professionals at all 
levels. They have improved their attitudes, become fully involved in the first 
line of production, and have thought of ways of expanding exports. By year's 
end, the province's sources of export goods had increased 47 percent over the 
same period in the previous year; there were marked increases in 13 staple 
commodities. Not only were there large increases in such traditional export 
commodities as corn, two kinds of gauzes and two kinds of textiles, and honey, 
but exports of 107 new commodities also increased. At the same time, foreign 
business relations were strengthened, and overseas markets were developed. At 
the same time as they consolidated the older markets of Hong Kong, Macao, and 
Japan, the province's overseas exports last year rose 85 percent over the 
previous year; exports to the United States and Eastern Europe rose 67 percent 
and 53 percent, respectively. 
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FOREIGN TRADE, INVESTMENT 


ZHEJIANG'S SUCCESSFUL USE OF FOREIGN CAPITAL 
Hangzhou ZHEJIANG RIBAO in Chinese 13 Nov 86 p 1 


[Text] A series of favorable policies along with a superior geographical 
environment and abundant material resources has stirred up a great deal of 
interest in Zhejiang among foreign investors. In the last 2 years, Zhejiang's 
utilization of foreign capital has been hearvening. They are as follows: 


--Foreign commercial investment has increased substantially and the trend is 
toward diversification of types of investment. Up to the present, there are 

ll7 enterprises that have formally established contracts with foreign commercial 
investors. The total volume of investment has reached more than $290 million. 
The scale of investment is also expanding day by day. According to statistics, 
last year among the 47 enterprises that signed agreements, 45 percent were of 

a total exceeding $1 million. 


The manner of utilizing foreign capital has gone from the simple compensation 
trade to various methods including joint ventures, contractual joint operations, 
bond issuance, leasing, government loans, and commercial credit. 


--We are also attracting more investors from different countries. Whereas in 
the last 2 years, investors came from a few places Like Japan, Hong Kong, and 
Macao, they now come to Zhejiang from more than 10 countries and regions 
including the United States, England, France, and other places in West Europe, 
North America, and the Pacific Region. 


The places in Zhejiang that have absorbed foreign investment have expanded 
from only the two cities of Hangzhou and Ningbo to include counties and cities 
like Wenzhou, Jiaxing, Huzhou, Xiavxing, Zhoushan, Xiaoshan Yuyao and Kaihua. 


Enterprises with foreign investment have shown proportional increases in terms 
of productive projects. In the last 2 years, foreign investment projects have 
gone from restaurant and hotel operations to light industrial goods, textiles, 
silk cloth, electronics, food, seafood, minerals, chemical engineering, 
building materials, and clothing-production operations. Productive projects 
account for 64 percent of the total. The implementation of these projects has 
resulted in the following: They have lifted the standard and grade of Zhejiang 
products, have increased the ability to earn foreign exchange from exporting, 
and have transformed older enterprises. 
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--The direct absorption of advanced technology and management experience 

from abroad has caused all foreign investment enterprises to realize improved 
economic returns. Most of those enterprises already in production and opera- 
tion in a brief time have shown a profit and some already have earned foreign 
exchange. Since the West Lake Rattan Products Enterprise, Ltd merged Zhejiang 
traditional handicraft skills with advanced foreign technology, a handicrafts 
manufacturing operation teetering on the edge of trouble has been revived. 
This company's products consist of five main lines, including pure rattan 
furniture, rattan and wood furniture, and woven rattan. The variety of products 
numbers over 2,000 and they are exported to more than 20 nations and areas. 
All together they have resulted in more than $5 million and it the same time 


this has given business to 24 enterprises. 
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ECONOMIC ZONES 


SHENZHEN'S INDUSTRIAL EXPORTS ROSE 83.5 PERCENT IN 1986 
Beijing JINGJI RIBAO in Chinese 19 Feb 87 p 1 


[Article by Li Wei [2621 3837]: "Probing the Path of Export-Oriented 
Development; Letting More Products Into the International Market; Shenzhen 
SEZ's Industrial Exports Last Year Increased 83.5 Percent Over the Previous 
Year" } 


[Text] China's SEZ's are developing in the direction of an export-oriented 
economy. In recent years the Shenzhen SEZ has struggled to probe the path of 
developing toward an export-oriented economy; it has implemented preferential 
policies to encourage more foreign capital and advanced technology to come 
into the SEZ and to get more products into the international market. In 1986, 
the total value of Shenzhen's exports was $670 million, a 19-percent increase 
over the previous year; the proportion of industrial exports rose, increasing 
83.5 percent over the previous year; their percentage of total industrial 
output value rose from 37 percent the previous year to 51 percent. 


In 1986, Shenzhen signed 224 new direct-investment projects with foreign 
traders, with investment agreements totalling $240 million, of which 172 were 
industrial projects involving an investment of $120 million. Foreign traders 
actually contributed nearly $490 million (including foreign exchange loans and 
commercial credit), of which $320 million was applied to industry, a 390- 
percent increase over the previous year. In handling capital construction 
piojects, the principle of giving priority to foreign investment enterprises, 
especially export-oriented enterprises, was established, and they were given 
guarantees involving such things as power supply. In 1986, 158 new industrial 
enterprises were completed and went into production in Shenzhen; most of these 
are advanced-technology and exchange-generating enterprises. 


In order to encourage enterprises to export more and generate more foreign 
exchange, Shenzhen also formulated and implemented preferential policies that 
included reduced taxes or tax exemptions. Except for crude oil and finished 
011 products, all export goods produced by foreig.: investment enterprises are 
exempt from industrial and commercial taxes. Enterprises whose products 
marketed abroad the same year ..ccount for more than 50 percent of their total 
sales income will need to pay only half their annual income tax until 1990, 
subject to approval. Shenzhen also formulated "Temporary Regulations Regarding 
Development of Export Goods and Bonuses for Personnel Performing Outstanding 
Service in Establishing Export-Oriented Enterprises," which will assist 


Chinese personnel in foreign-investment enterprises in going abroad for study 
and making business contacts. 
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ECONOMIC ZONES 


BREAKTHROUGH IN XIAMEN FINANCIAL SECTOR REFORMS 
Zhengzhou ZHONGGUO CHENGXIANG XINXI BAO in Chinese 16 Nov 86 p 1 


[Text] A series of important reforms in the financial sector are starting to 
go into effect in the Xiamen Special Zone. 1) An expansion in the horizontal 
movement of money and the creation of an open money market have appeared. 
During the year the habit of looking to the authorities for funding has changed 
and everyone is looking outward, inward and below to raise funds. Special 
loans have been attracted from banks around the world. There has also been 

an increase in the establishment of post office deposit locations. The Xiamen 
branch of the People's Bank of China allows local banks to borrow and lend from 
and to banks in other areas. 2) Xiamen has established a financial system that 
is open door and multi-levelied. In this financial system, the centrai bank 
sets the guidelines and the specialized banks carry out measures to aggressively 
bring in foreign capital. In this system, many funds of financial institutions 
coexist and operate under a clearly defined division of labor. The first joint 
capital bank in China--the Xiamen International Bank--formally opened for 
business in March of this year. Services have been continuing to expand. 
Foreign banks from Hong Kong, the United States, and Singapore have poured into 
Xiamen and set up branches or agent offices. Right now a wide range of 
financial organizations, including state-run, collectives, foreign capital, 

and cooperative banks are competing; they are mutually complementary and are 
helping each other advance. 3) Administrative and professional services of 
banks are coming to life by the day as unwanted restrictions are gradually 
being changed. The restriction on banks extending long-term loans for the 
construction of infrastructure has been reformed such that at present 360 million 
yuan in long-term basic facility construction loans and development loans have 
already been granted. This exceeds more than half the overall investment in 
the basic construction of the special zone. The restriction on banks offering 
loans for material production and in the realm of circulation has been changed. 
Credit services have been expanded to various trades and industries including 
travel, technical, service, cultural, educational, and sanitation industries. 
The principal support given to state, collective and rural enterprises is 
expanding to the support of a variety of economic actors including the three 
lands of enterprises partially or wholly foreign-owned: enterpri.es, specialized 
industry households, and individual enterprises. There has bee’ J major 
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increase in the transaction of services such as trust loans, buyer's credit, 
seller's credit, and leasing. The restriction on the private enterprise 
management of foreign exchange services has been lifted. Special trade banks 
throughout the city have successively begun handling foreign exchange services 
such as currency deposits and withdrawals. The structured bank plan is 
gradually being loosened. The coupling of deposits and credit is being 
implemented. Many of the deposit funds are not only used as floating capital 
loans, but are also applied to technical transformation projects. Some credit 
goals that were set under mandatory planning, have reverted to goals determined 
by guidance planning. Recently Xiamen established its first centralized 
clearhinghouse for note exchange; it is for on-the-spot money settlement of 
notes. This will reduce the time that funds are in transit by 2 to 6 days. 
This will speed up the turnaround of funds and increase profits. 
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FINANCE, BANKING 


ECONOMIC ADVANTAGES OF STOCK MARKET BOOSTED 


Dalian CAIJING WENTI YANJIU [RESEARCH ON FINANCE & ECONOMIC PROBLEMS] in 
Chinese No 2, 5 Feb 87 pp 16-1S 


[Article by Jiang Jianhua [30628 1696 5478]: "Goals of and Models for a Stock 
Share System and Related Problems”] 


[Text] Enhancing the vitality of enterprises, especially enhancing the 
vitality of large and medium-size enterprises, is at the core of reform of the 
urban economic system. We have done a lot of exploration in this regard 
during the past several years; however, when reform of the economic system is 
looked at in practical terms, an optimum model that is consistent with 
realities in China has yet to be found. Both theory and practice in the 
building of socialism show that reform of the economic system and enhancement 
of the vitality of enterprises are both bound to affect the structure and form 
of the system of ownership. The structure and form of the prevailing system 
of ownership have seriously sapped the vitality of enterprises, are not in 
keeping with the current level of productivity, and block development of 
social productivity. Consequently, the first task in reform of the urban 
economic system is readjustment and reform of the structure and form of the 
ownership system and perfection of socialist production relationships in 
keeping with development of productivity while adhering to a system of public 
ownership. An enterprise stock share system for the regulation and reform of 
the structure and form of the socialist ownership system provides a model for 
use. However, how to design a stock share system model that is in keeping with 
China's circumstances and how to make this model work is a daunting and 
complex task requiring our unflagging and diligent exploration. 


I. Goals and Models of Stock Share Systems 


The stock share system in socialist enterprises is a form of the public 
Ownership economy which does not differ essentially from the capitalist stock 
share private ownership economy founded on a system of private ownership. 
Therefore. it is necessary to take account of the characteristics of the 
public ownership economy and of China's current circumstances in establishing 
a Chinese style socialist stock share system economic model for enterprises. 


First is establishment of a multitier enterprise stock share system made up of 
the state, collectives (entreprenurial units and social organizations) and 
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individuals. Except for large state-owned enterprises affecting the national 
€conomy and the people's livelihood as well as the country's economic 
lifeline, such as transportation, posts and telecommunications, energy, and 
military ordnance, all other enterprises would be abl o institute a stock 
Share system. A board of directors made up of state, collective and 
individual shareholder representatives would be elected by ballot at a 
shareholders meeting. The chairman of the board could be 

State or as actual circumstances dictated. Small enterprises would not have 
their shares controlled by the state or they wouid not hold shares. As the 
Organization with supreme authority in routine matters of joint stc72k 
enterprises, the board of directors would be made up of the chairman of the 
board, the vice chairman of the board and various board members with 
responsibility for determining the enterprise's policies, the scale and size 
of its operations, and other important matters relating to the overall running 
of the company. It would supervise the execution of policies and decisions, 
and be entirely responsible for the ultimate outcome of all the enterprise's 
activities. It would decide payment of share dividends and the distribution of 
income, making a report to a shareholder's meeting. it would be responsible 
for the appointment or hiring of a general manager, a deputy general manger, a 
chief accountant, and a chief engineer. A general manager appointed by the 
board of directors would be responsible for the enterprise's day-to-day 
Operations without interference from anyone else on any pretext or using any 
method. A command system and an internal service system would be set up under 
leadership of the general manager to carry out the general manager's orders 
and be responsible for all work related tasks. The enterprise's stockholders 
would enjoy a certain amount of authority, would bear a certain amount of 
responsibility, and would sustain a certain amount of risk according to the 
number of shares they held. 


aA 


Second is the source of funds of enterprises in a stock share system and the 
distribution of earnings. After an enterprises instituted a stock share 
System, the assembling of funds needed by the enterprise for the expansion of 
reproduction could be done through issuance of shares or debentures, and 
through loans. Except for investment in large and medium-size enterprises to 
insure the number of shares required for control, the state might or might not 
invest in other enterprises. Should the enterprise make a profit, it would 
first pay income taxes and other taxes owing out of earnings, after which it 
would retain a portion for the development of production and as a weifare 
fund. An additional sum would have to be withheld to pay special remuneration 
to the board of directors, managerial personnel and other high-level 
personnel. The remainder would be distributed to all shareholders in the form 
of dividends according to the number and kinds of shares they held. 


Third is the relationship between stock share system enterprises and the 
State. After state ownership relationships had been legally changed to multi- 
tier stock share ownership relationships, the state would no longer be able to 
use executive methods to intervene directiy in enterprises. The state would 
be able to exert only limited authority as an ordinary shareholder ina joint 


Stock enterprise. The state would henceforth be unable to hand down command 


plans; it would mostly regulate and control the functioning of the national 
economy through the formulation of national economic development plans, 
programs and policies, and through the use of economic levers such as tax 
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an enterprise institutes a stock share system, the public ownership economy 
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aq@ouid have to hold a dominant f ition. In large and medium-size key 
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enterprises, the dominant position of the state-owned component would have to 
assured. the stock share ownership system is a form in which the nature of 


ownership is not self-evident. Determination of whether it is socialist or 
Capitalist in nature depends largely on which economic component holds a 


leading position. Despite apparent share ownership, modern capitalist joint- 
sCOcK companies are still apitalist in nature because most shares are 


controlled by a small number of capitalists. "As Marx noted: “In a stock share 
System, the already existing social means of production serve to express the 
antithesis of the old form f private property; however, such a change in the 
+ - _ 4 > r r ec + = +n + 4 : ; 3m 

> > 1 ir er se j ll re ricted within the bounds of capitalism." 


(Footnote 1) (Marx: “Das Kapital,” Vol 3, p 497) The stock share system run 

Ling | : ry stem; therefore, the publicly owned 

economy component would have to hold a leading position, because only in this 
| ibl i list orientation. 


Fifth is determination of the amount of individual share dividend income. The 
state would have to set appropriate Limits on the number of shares purchased 
by individuals and on dividend income for the sake of a rational structure for 
controlling the distribution of earnings. The methods used by some other 

ist countries may be examined in this regard. For example, Romania has 
jled that the total amount of shares held by staff members and workers may 
not exceed 30 percent of the value of the enterprise's fixed assets; the 
maximum money value of shares held by each staff member and worker is 50,000 
leus, and the interest rate on shares is 6 percent, which is slightly higher 


than for bank savings deposits. (Footnote 2) ("Issuance and Control of Share 
rs . . , o- , 4 . . : - } f. \ 
rertificates," Sichuan Youth Finance and Banking Research Society, p 55) 
(Bant ne ' / maka or ‘ Clown ait CE ne ' . 
Footnote 3) ("Issuance f ohare Certificates in Romania and Hungary," 


Investment Research, Third Quarter, 1986 p 44) Exact determination of limits 
On stock purchases and the amount of share dividends requires further 
exploration and study. Control of individual share dividend income could Db 
in t ways: i) by limiting share purchases; 2) by 
limiting the share dividend rate; and 3) through income tax regulation. 
Substantial latitude could be giver n the share dividend rate, setting it at 
whatever might be place for an equitable flow and sources of funds 
in order to stir fully public enthusiasm for buying share certificates. 


f issuance and circulation of shares. Issuance of shares 
Snould not be restricted to the local area. Enterprises in a particular 
industry as well as staff members and workers in an enterprise should demolish 
boundaries. Issuance of shares should be used to bring aboutwide-ranging 
lateral economic relationships as well as technical and economic cooperation. 
[t should stir the enthusiasm of the enterprise itself and of the members of 
society as well as of foreign traders to make fullest use of all idle funds 


Sixth is the extent o 





for the building of socialism. Share certificates should circulate; funds 
markets should be opened, ay tock exchanges should be set up to increase 
ability to convert shares. Unless this is done, the enthusiasm for investment 

ted, and 


of units and individuals concerned is bound to be adversely affec 
this would be detrimental to taking full advantage of the stock share systen. 


II. Implementation of a Stock Share System 


Implementation of a stock sharc system poses no difficulties collective 
enterprises and small individual enterprises. Since the means of Seoduction in 
these kinds of enterprises are under collective or individual ownership >, SO 
long as there exists a basis and conditions for implementation of a joint- 
Stock system, a need for further development of the commodity economy and for 
socialized large-scale production, plus the role of competition, a stock share 
System can link these things together. The joint-stock companies that have 
appeared in various places are mostly enterprises in this category that 
reflect the objective need for development of social productivity. 


The difficulty in implementing the stock share system lies in the state- 
Ownership economic component that is dominant in the national economy. Under 
ordinary circumstances, implementation of a stock share system with a state- 
Ownership economic component could be done in two ways. Henceforth, newly 
built enterprises could collect funds through the issuance of stock. State 
investment would produce state-owned stock shares, and investment by 
enterprises or other groups, or investment by individuals would produce 
Collective stock shares and individual stock shares respectively. So long as 
requisite conditions existed for the establishment of a stock share company, 
this method could be implemented by drawing up and promulgating pertinent laws 
and regulations pertaining to the stock share system. 


As for existing state-owned enterprises being able to convert property into 
shares, except for the portion required to be retained by the state, all 
Shares could be sold to the enterprise itself and to other groups and 
individuals. This method is relatively difficult, the most difficult part of 
it being the problem of the purchasing power of the enterprise and individuals 
when the state converts existing enterprise property into shares and sells 
Some of them. China's present circumstances and its development during the 
near future show individual purchasing power to be very limited and that it 
must be restricted to a certain extent. The main buyer of shares will be 
enterprises. However, over the short term, few enterprises will themselves 
have the funds needed to buy shares; thus, implementation of the stock share 


system will be adversely affected. 


In order to solve the foregoing difficulty, it is envisioned that the state 
might lease some of the enterprise's property rights to the enterprise. The 
enterprise would pay rent to the state during the period of the lease and 
after the lease period was up, this portion of the enterprise's property 
rights would revert to ownership of the enterprise in the form of shares owned 
by the enterprise. Other portions, except for a certain number purchased by 
individuals, would be state-owned shares. The method of figuring short-term 
lease fees could be used to figure the lease fee, namely: the lease fee for a 











Certain period of time equals (value of leased property plus interest plus 
handling charge) divided by number of payment periods. 


The handling charge in the formula need not be calculated because this kind of 
charge need not be taken into consideration in this special kind of lease. 


III. Problems in Preparing for Implementation of the Share System 


It should be pointed out that is unrealistic to expect that a share system can 
be implemented within a short period of time, because implementation of a 
share system requires a series of preparatory improvements and preparatory 
work. 


First, price reforms have major significance in realizing a true share system. 
Prices at variance with the laws of value will, of course, seriously get in the 
way of realizing the full advantages of the share system. An equitable price 
system is a necessary prerequisite for insuring a correct direction of flow of 
credit funds. When the supply of any commodity is greater than demand, the 
role of the laws of value will make the producer of that commodity get a 
lower than average profit on earnings, thereby causing an outflow of credit 
funds from that enterprise or unit. One of the main advantages of the share 
System is that it helps a rational flow and an optimum placement of funds. 
Unfair prices will lead inevitably to the distortion of signals that will 
create an erroneous direction of flow and placement of funds that will 
adversely affect the national economy and the equilibrium of the industrial 
structure. 


Second is the need to formulate with all possible speed the laws and 
regulations pertaining to the share system. Examples include joint-stock 
company laws, negotiable securities exchange laws, bankruptcy laws etc., so 
that enterprise share systems have laws on which to rely and rules to follow 
that can be further revised and perfected in practice. Institution of a share 
system and issuance of share certificates ramifies into all parts of society 
and has a bearing on the personal interests of the public. They are an 
extraordinarily complex economic activity. Without the restraints that laws 
and regulations provide, the door would be wide open to opportunists and 
swindlers to the detriment of social order and normal operation of the 
economy. This would additionally impede implementation of the share system, 
put a damper on the advantages to be obtained, and pose difficulties for 
economic reform. 


Third, simultaneous with implementation of the share system should be the 
establishment and opening up of funds markets including a stock market, and 
establishment of a stock exchange to insure the free exchange and conversion 
of stock certificates. This would help increase the enthusiasm of the broad 
mass of investors. If the marketing of stock certificates and their free 
buying and selling were to be prohibited, making the conversion of stock 
certificates difficult, this would hurt the enthusiasm of investors. Allowing 
the free exchange of stock certificates would also help assimilate foreign 
Capital. In addition, without an opening up of the funds market, a lateral 
linkage in the economy,a rational flow of funds and optimum placement of 
funds would be difficult to realize, and this would be detrimental to economic 
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development. Recently some cities have taken the first steps in se 
Stage for a negotiable securities market; therefore, positive action should be 
taken to carry out the preparatory work. 


IV. Some Querulous Views 


First of all, some comrades worry that if enterprises institute a share system 
and issue share certificates, that will create a stratum of "coupon clippers” 
that lives off of interest, and they question the nature of dividends. This 
question has to be explained correctly. There is no difference between the 


Share certificates that are bought through individual labor and ba ace 
Whenever there is a shortage of funds in society, the transfer of rights to 
teres 


use currency must be compensated. Though banks pay interest on savings 
accounts, that is no reason to say that dividends are tantamount to 
exploitation. Once the country's enterprises institute a share system, the 
shareholders will be mostly the state and collecti C t 


dividends will revert to the ownership of the state an 
dividend income of individuals may be held within certain l 
restrictions and taxation. Moreover, individual shareholders are both workers 
and owners; the dividends they get are also a part of the earnings they 
Create. 


ives, and the 


Second is the speculation problem. Enterprises’ institution of a share systen, 
the opening up of stock markets, and the free exchange of stock certificates 
May occasion problems with speculation. Speculation is an indispensable 
activity in foreign stock transactions; one might say it is an integral part 
of the stock market. Nevertheless, it can be controlled and guided in a 
socialist society. We must distinguish between speculation and ordinary stock 
transactions and not confuse the two. Since people have different 
expectations about the future, which when reflected in the stock market, bring 
about a balance between supply and demand, can tend to enliven stock trading, 
and help strengthen the convertibility of stocks. Therefore, ordin: stoc 
trading can promote a rapid rational flow of capital, causing limited funds to 
gravitate toward enterprises that are well run. It helps widespread investmen 
in risky ventures, in the use of new techniques, and in the development of new 
products. Enlivening of the economy requires an enlivening of the capital 
market, and thus requires normal trading in stocks. Certainly actions that 
employ swindling tactics, collusion, and large-scale speculation that cause 
the stock market to change in set ways, windfall profits being gained thereby, 
may be halted through appropriate laws, regulations, and scientific management. 
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Third, some people are apprehensi 
s are needless. The goal in banks’ 


ive 
decline in savings. Actually, such fear 
absorption of savings is to put to use temporarily idle funds for the building 
of the economy. Issuance of stocks is likewise for the purpose of absorbing 
temporarily idle funds for building the economy. The goals of both are 
identical; they are not antagonistic. If one says that issuance of shares can 
likewise obtain needed funds, then a drop in savings is nothing to worry 
about. Furthermore, a decrease in bank savings brought about by the issuance 
of shares would not necessarily cause an equivalent increase or decrease; it 
might possibly attract more funds. For example, in 1980 and again in 1961, 
Shanghai State-owned No 17 Cotton Mill issued shares to its staff members and 











workers for a total of 420,000 yuan. A sampling of 34 people showed a total of 


6,950 yuan worth of shares as having been purchased, an average of 204 yuan b 

each person. Purchase was made using bank savings in 40.3 percent of t z 
Cases; the others used ready cash to buy them. In addition, use of shares to 
collect funds also has advantages that loans do not provide. (Footnote 1) 
(Please refer to "Issuance and Management of Stocks", p 89 (Edited by the 
Sichuan Youth Finance and Economics Research Society) ) 


Fourth, some people suppose that if the state holds and controls shares, this 
may lead to misuse of executive methods for excessive interference with 
businesses. Such concerns are unnecessary. This is because after a share 
system has been put in place, the relationship of a business to the state will 
be purely an economic relationship. In a certain sense the relationship 
between the state and a business will be like its relationsh’p with other 
Shareholders, and it will also arise out of the state being only an ordinary 
shareholder. In addition, the board of directors that exercises control on 
behalf of the state has authority only within the purview of its official 
position; it cannot interfere with the day-to-day running of the enterprise. 
Furthermore, decisions of the board of directors must be consistent with the 
interests of the majority of shareholders; otherwise confidence in the 
enterprise will be damaged. This will be detrimental to the enterprise's 
performance and lead to an outflow of funds from the enterprise or even to the 
enterprise's bankruptcy. Ordinarily, the state can only exercise indirect 
control over a share system enterprise through the use of economic levers, but 
it will no longer be able to issue mandatory plans and effect administrative 
control in every regard. 
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FINANCE, BANKING 


URBAN CREDIT COOPERATIVES TO EXPAND SERVICES 
HKO40414 Beijing CHINA DAILY in English 4 Mar 87 p 2 
[Article by staff reporter Wu Xue] 


[Text] Development of urban credit cooperatives is gaining momentum, and 
they are an essential supplement to state-run banks, a banking official told 
CHINA DAILY. 


Collecting funds by issuing shares so enterprises and individuals, credit co- 
ops absorb deposits and grant loans to collectively and individually run 
businesses. They also write insurance, and serve as business consultants. 
Their services will be expanded further, according to an official from the 
Industrial and Commercial Bank of China. 


Most of the urban credit co-ops employ bank officials and workers, trained 
high school students and retired personnel from the banking system. 


By the end of last year, 1,114 urban credit co-ops had been established, with 
15,433 employees. They held 3.7 billion yuan ($1 billion) in deposits and 
loaned a total of 1.9 billion yuan ($513 million), the official said. 


She attributed the rapid development or urban credit co-ops to the growth 
of the urban commodity economy and an excess of business at state owned banks. 


Collectively and individually-owned businesses have been mushrooming in the 
country's urban areas in recent years and playing a very important role in 

the economy. They also provide convenience for urban residents. However, 

it is very difficult for them to open accounts in state-owned banks. They 

also have trouble depositing cash, obtaining loans and settling accounts. 


In Beijing, there are about 26,550 specialized households, but only 4,500 of 
them have opened accounts in the city's Industrial and Commercial Bank's 
sub-branches, representative offices and savings agencies. Though that 
banking system has 13,000 employees, they are not able to offer as many ser- 
vices as collective and individual businesses need. The emergence of urban 
credit co-ops can help alleviate the state bank's overload. 


On the other hand, a shortage of credit funds has become an acute problem 
in the Chinese economy. The country has to focus its Limited funds on 
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key projects. Collecting idle funds in the society has become a way to 
solve the problem. 


The official also ascribed the success of credit co-ops of their character- 
istics--flexible credit policy, democratic management and good service. They 
are independent enterprises reponsible for their own profits and losses. 


Credit co-ops were set up at the end of the 1960s on a small scale in Henan 
and Jilin provinces to collect money and grant loans. They have not appeared 
across the country until recent years, however. According to the official, 
most provinces, municipalities and autonomous regions have established such 
unofficial financial institutions. 


Beijing lags behind other areas but is making up for lost time. Its first 
co-op was set up last November 20. By January 1, five co-ops had been 
established in the city's five districts. 


They held 42.79 million yuan ($11.5 million) in deposits and had granted 
loans of 13.94 million yuan ($3.7 million) by February 20. Their number 
is expected to increase to 20 this year, according to an official from the 
Beijing branch of the Industrial and Commercial Bank of China. 


/6662 
CSO: 4020/169 


59 








INDUSTRY 


PAPER URGES ‘REASONABLE’ INDUSTRIAL PROTECTION 


HK290400 Beijing JINGJI RIBAO in Chinese 18 Apr 87 p 3 


{Article by Wang Zhenzhong (3769 2182 0022): "Formulate a Reasonable Indus- 
trial Protection Policy") 


[Text] Industrial policies include the industrial policies toward such 
strategic industries as dominant and leading industries as well as moderate 
industrial protection policies which are to be implemented step by step, 

with emphasis placed on certain aspects, The lack of a moderate industrial 
protection policy will not only frustrate national industries but will also 
aggravate the employment shortage at home, For example, China's automobile 
production increased by 32 percent in 1984 and by 40 percent in 1985; in the 
meantime, a large number of cars and trucks were imported--the influx was just 
equal to half of the total import of automobiles during the 36 years since 
liberation in 1949, As a result, not only was a large amount of valuable 
foreign exchange spent, encouraging the tendency of "consumption prematur- 
ity," but the latent power in domestic automobile production has failed to 
fully tapped, The failure of industry to break through its potential capacity 
is unfavorable to the development of national industries, If this situation 
continues, it will inevitably hinder the rationalization process of the in- 
dustrial structure, 


It must be pointed out that a positive and reasonable industrial protection 
policy is by no means contradictory to the policy of opening up to the outside 


world, Nowadays all countries in the world have their own industrial protection 


policies, and developed countries are no exception, For example, in Japan, 
which is separated from China only by a strip of water, the government has 
given preferential treatment and protection to certain industrial in terms of 
taxation, subsidies, loans, and tariffs and has invested huge funds in the re- 
adjustment of the domestic industrial structure, To fulfill its major tar- 
gets, Japan enacted many laws and ordinances which restrict the import of cer- 
tain products, 


Among the laws enacted by the Japanese Ministry of Agriculture, Forestry, and 
Fisheries, the "Law for Stabilization of the Prices of Cocoon and Raw Silk" 
provides that raw silk is subject to import control; and the "Grain Control 
law" provides that rice, barley, wheat, and naked barley are subject to import 
control, Laws enacted by the Ministry of Health and Welfare have imposed re- 
strictions on the import of sedatives and their raw materials, totaling nine 
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items, Among the laws and ordinances enacted by the Ministry of Finance, the 
import of tobacco and seeds is subject to import control. In addition, the 
Environmental Agency and the Prime Minister's Office also govern some items 
which are subject to import control, The Japanese authorities classify a 
few remaining items subject to import control as "strong core items." Even 
some fruits and vegetables, such as oranges, tangerines, and tomatoes, are 
not allowed to be freely imported, The reason is, the Japanese tomato lacks 
competiveness in terms of both quality and price; and, if Japanese tangerines 
are to compete with imported oranges and tangerines, half of the fruit 
plantations in Japan will be affected, If even Japan, which claims to be a 
supporter of free trade, is implementing a policy of industrial protection, 
then what of our position, as a developing country, 


Due to our backward economic basis, many of our industrial branches have bery 
poor competitiveness in the international market, Therefore, [word indis- 
tinct] still badly need to take some necessary industrial protection measures. 
But they should be positive and reasonable industrial protection measures 
which will enable our products to acquire competitiveness on the interrational 
market, For this reason, we must fix the range and period of protection for 
the protected industries, and we must act to see that these industries will 
raise their technological and management standards and develop along the 

track of protection-improvement-export, 
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INDUSTRY 


LIAOWANG ON LIGHT INDUSTRY PRODUCTION CHANGES 
HK140937 Beijing LIAOWANG in Chinese No 13, 30 Mar 87 pp 9-10 


[Article by Hu Dongguang (5170 2639 0342): "Major Changes in China's Light 
Industry Production" ] 


[Text] Over the past few years, China's light industry gas developed rapidly. 
The total industrial output value of the system under the Ministry of Light 
Industry reached 172,57 billion yuan in 1986, marking an increase of over 10% 
percent over 1978 and an average annual growth rate of 10 percent. In addi- 
tion, the quality of light industrial products has risen and new trades have 
developed very quickly, More than 5,000 new products and varieties have been 
developed each year, two-thirds of which were put into operation the same 
year, Varieties of light industrial products have increased from over 30,000 
in 1978 to over 60,000 at present. There are varied and colorful light indus- 
trial products on the market and an unprecedented gratifying situation has 
appeared, 


Why has China's light industry developed so quickly? The main reason is 
that we have reformed the old concept, system, and pattern unsuited to the 
development of socialist commodity economy, channeled the whole course of 
production, distribution, exchange, and consumption of the production of 
light industry into the orbit of socialist commodity economy, and encouraged 
enterprises to arrange production under the guidance of the state plan and 
in accordance with consumer needs, 


The Characteristics of Light Industry Determine That It Must Be Market- 
Oriented in Its Development 


Since the founding of the PRC, China's industrial and economic management 
system has been under the highly centralized and unified management of the 
state plan, Labor arrangement, finance, materials, supply, production, 
marketing, credit, and construction investment have all been incorporated in 
the state plan, As enterprises arranged production in accordance with the 
plans assigned by the responsible departments at higher levels, they were 
unaware of, and paid no attention to, market demands, This management 
pattern of the product economy has stifled the whole of light industry, As 

a result, the supply and demand for light industrial products have been 
divorced from each other and many light industrial products have been ration- 
ed, The responsible departments in charge of light industry at various levels 
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have had to plug “holes” and fill "gaps,"' At one time, even state leaders 
personally dealt with such matters as iron pots, hairpins, and threading 
needles, Consequently, there have been more and more plans and coupons, but 
the shortage of light industrial products has not yet been thoroughly improved, 


The characteristics of light industry determine that light industrial produc- 
tion must take the road of socialist commodity economy, The characteristics 
of light industry can be summarized as follows: 1) The variety of light 
industrial products, Among light industrial products, there are small] com- 
modities, as well as large; there are consumer goods used once, as well as 
consumer durables: there are seasonal commodities, as well as commodities 
used throughout the year, There are thousands upon thousands of varieties, 
According to estimates, China's light industrial products during the Seventh 
5-Year Plan will reach about 100,000 varieties, Moreover, the characteris- 
tics of the products are varied; changes in market demand are great; raw 
materials are varied; and light industrial products must meet the needs of 
urban and rural people in various fields and at various levels, 2) There 
are many small and collective enterprises in light industry and the enter- 
prises are widely scattered. There are some 73,000 light industrial enter- 
prises in the country, of which 98 percent are medium-sized or small, and 83 
percent are run by collectives, They can be found in every city or county, 
3) Most light industrial products are people's daily necessities and produc- 
tion must meet the needs of consumer purchasing power, These characteristics 
of light industry determine that it is impossible to arrange and regulate the 
producton and operation of light industry under a highly centralized and uni- 
fied plan; and that light industry should not take the road of the product 
economy, but the road of socialist commodity economy, and carry out market 
regulation under the guidance of the state plan, 


Socialist Commodity Economy Promotes the Development of Light Industry 


Over the past few years, China's light industry has carried out a series of 
reforms in the planned management system, the circulation system, the invest- 
ment system, and the management system of enterprises, Light industry has 
Started to move gradually from the previous planned production toward the 
current stage of production according to changes in supply and demand in the 
market, This reform has prompted China's light industry to develop very 
quickly, 


The number of China's light industrial products covered by the state plan has 
been reduced from 117 in 1978 to 80 in 1986, Among them only cigarettes, 
crude salt, and some paper products belong to the products under mandatory 
planning, and the others are products under guidance planning. This reform 
has made it possible for light industrial enterprises to flexibly readjust 
their production plans according to changes in supply and demand on the market 
and to decide on the nature and quantity of products to manufacture mainly ac- 
cording to market demand, Market mechanism has played its role in readjusting 
light industrial production, thus invigorating the light industrial economy, 


As market mechanism has played its role, light industry no longer "decides on 
marketing according to its output," but "develops production according to 
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needs,'' The relationship between production and consumption has also changed 











fundamentally, As the “enterprises develop production according to needs," 
new trades and products have emerged continuously; the production of market- 
able products has increased rapidly; the output of fine quality and famous- 
brand products has increased through the expansion of lateral economic ties; 
the production of durable consumer goods and some high-grade daily neces- 
sities has also increased rapidly; and the output of many light industrial 
products has increased by several times, 10 times, or 100 times. Such trades 
as plastic products, home electric appliances, synthetic detergents, essences 
and perfumes, ferments, and edible gelatin were very weak and small in 1978, 
but have now developed into relatively large trades. The development of 

light industrial production has greatly improved people's daily life in food, 
dress, and daily necessities. The most striking change is that a large num- 
ber of industrial consumer goods for daily use, particularly some high-grade 
consumer goods, have entered peasant family life, which is unprecedented since 
the founding of the PRC, Meanwhile, along with the development of the nation- 
al economy, people's incomes and purchasing power have greatly increased, 

and great changes have taken place in their consumption levels, structure, 
habits, and concepts, This has raised new and higher demands on the develop- 
ment of light industry and promoted the development of light industrial pro- 
duction, 


The reform of the sales and circulation system began with the light industrial 
products marketed by the manufacturing enterprises through their own channels, 
China's light industry started a pilot project of enterprises selling products 
through their own channels in 1979, and one-fifth of the products manufactured 
by light industrial enterprises were sold through their own channels in 1980 
and the proportion increased year by year to reach over 50 percent in 1985, 
The enterprises lacked circulation funds, storage equipment, transportation 
means, and marketing agencies, personnel, and experience at the beginning, 

but they can grasp the situat-on of supply and demand on the market, avoid 
blindness, and win the initiative in production by marketing products through 
their own channels, Now the work of selling products through one's own 
channels in light industry has matured. The channels can be various, such as 
sponsoring exhibitions, holding meetings on ordering goods, establishing 
direct connections with grass-roots shops, and setting up retail departments, 


Selling products through one's own channels has encouraged enterprises to pay 
attention to market investigation and forecasts; to enliven the supply of 
goods; to accelerate funds circulation; to take an active part in competition 
on the market; to promptly readjust production in accordance with information 
feedback; to expand the production of marketable goods; and to speed up the 
development of new products and the replacement of old unmarketable products, 
It can also encourage enterprises to give more publicity to their products, to 
improve post~sales service, to guide spending in a better way, and to serve 
consumers, ‘The enterprises can also make greater profits by selling products 
through their own channels, 


Enterprises have expanded their decision-making power in production, arranged 
production according to market demand, and unified responsibility, power, and 
interests, Through reform in recent years, light industrial enterprises have 
basically kept separate accounts and assumed sole responsibility for their own 
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profits and losses, Most enterprises have instituted various economic respon- 
sibility systems and many enterprises have spontaneously organized various 
economic combinations and enterprise groups, Fine quality and famous-~-brand 
products have developed very quickly, and inferior and expensive products have 
been rejected by the market, 


China's light industrial construction has changed from depending on state in- 
vestment to “people developing light industry," Over the past few years, the 
state has delegated the power of investment management to lower levels, Now 
governments in all localities pay serious attention to meeting the needs of 
the people in their daily life and spending. In light industrial fixed assets 
investment, local investment exceeds state investment by 100 percent, Mean- 
while, many light industrial enterprises have built a large number of projects 
in various ways, such as accumulating funds by themselves, raising funds from 
the public, and using the means of credit. The development of light industry 
has met consumer needs and improved people's lives on the one hand, and ac- 
cumulated more construction funds for the state, localities, and enterprises 
and entered a benign cycle on the other, 


The Market Has Raised New Demands on the Development of Light Industry 


The economic structural reform has encouraged light industry to develop 
healthily and steadily, but there is still some lack of adaptability, In 

the future, the market will raise new and higher demands on the production of 
light industry, 


At present, the quantity, quality, and structure of light industrial products 
cannot meet the increasing demands of the vast number of consumers, Per 
capita consumption of food, clothing, and daily necessities is relatively 
small; the growth rate of light industry cannot keep pace with the increase 

in social purchasing power for consumer goods; many light industrial products 
are in short supply; and some light industrial products and raw materials 
needed in production are still imported from foreign countries. In addition, 
the quality of our light industrial products is not very good; the varieties 
of light industrial products are far from numerous; and the product mix cannot 
meet consumer needs, Therefore, we must further properly develop light indus- 
trial production, endeavor to upgrade the quality of our products, readjust 
the product mix, and greatly increase the output of marketable fine quality 
and famous-brand products, 


Moreover, the profits retained by light industrial enterprises are relatively 
small, and their reserve strength for self-transformation and self-development 
is inadequate, In reforming the price system over the past few years, we have 
decontrolled the prices of agricultural products and increased the prices of 
heavy industrial products, chemical industrial products, and energy. But the 
prices of light industrial products have changed little, Therefore, light 
industry needs to conduct a comprehensive readjustment in pricing, tax, 
credit, and profit distribution so as to gain the necessary ability in self- 
transformation and self-development, 


Furthermore, the sectoral management of light industry is not suited to the 
situation of the development of socialist commodity economy, Over the past 





few years all localities and departments have aroused enthusiasm for developing 
light industry and have greatly increased their investment. But there was also 
blind development in such trades as watches, bicycles, and sewing machines, 
causing some losses, Over the past 2 years, there has been a trend of blindly 
developing the beer industry and home electric appliances, Due to overlapping 
management by several departments and scattered investment in many areas in 
light industrial construction, some trades have engaged in duplicate construc- 
tion and imports; their setup is unreasonable; and their technology is not ad- 
vanced, Other trades have developed inadequately and one-sidedly; and irration- 
al problems have existed in planning, distribution, and structure; between 
production, construction, and market demand; between processing ability and 
resources and the supply of raw materials; between investment and materials, 
energy, and labor arrangement; between assembly line and spare parts, compo- 
nents, and matrices; and between software and equipment. In the future, we 
must strengthen sectoral management of light industry. Administrative manage- 
ment departments must change their function; change departmental management 
into sectoral management; properly build sectoral associations involving sev- 
eral departments; coordinate well the relationships between all departments 
and areas; formulate scientific plans for sectoral development; use mainly 
economic means to conduct macroeconomic control and regulation of their own 
sectors: and adopt administrative or legal means if necessary to effectively 
ensure the implementation of the plans, 


In addition to the above three things, light industry, along with the further 
development of China's socialist commodity economy, must carry out a series of 
more penetrating reforms; continuously open up and develop the raw materials 
market, technology market, and financial market; and enhance and develop them 
in the course of reform, Meanwhile, light industry must take an active part 
in competition on the internatonal market, do its best to expand exports, and 
earn more foreign exchange for the statc, 
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INDUSTRY 


JINGJI CANKAO COMMENTS ON IRRATIONAL SYSTEMS 
HK130138 Hong Kong ZHONGGUO TONGXUN SHE in Chinese 0610 GMT 11 Apr 87 


[Text] JIANJI CANKAO has recently reported a "strange incident" of the dis- 
cord between two closely connected factories in Hangzhou, and commented on it, 


It is reported, the Hangzhou aerated cement works was built with the joint 
investment of more than 20 million yuan by relevant departments in China and 
the Zhejiang Government, with import of advanced equipment and technology, 
When put into production, it would consume teh annual discharge of 100,000 
tons of coal powder from the Banshan Thermal Power station, and produce 
200,000 cubic meters of new-type, light and multi-functional building mater- 
ial, which is in urgent need in China, In 1978, the Chinese Ministry of Water 
Resources and Electric Power, the former Ministry of Building Materials In- 
dustry, and the Zhejiang Provincial Authorities reached an agreement, by 
which the Banshan Thermal Power Station was to supply free coal dust to the 
aerated cement works, and to provide steam to the latter for production on 
preferential conditions, However, the Zhejiang power supply department has 
failed to seriously implement the contract; the supplies of coal dust and 
steam were constantly stopped, and the normal production of the cement works 
was made impossible, That caused a loss of 880,000 yuan in 1986 alone, This 
"strange incident" first took place 2 years ago, Despite the fact that lead- 
ing members of the Chinese Government, Zhejiang Province, and Hangzhou have 
time and again made written remarks, and shown their concern for this, the 
problem remains unsolved to date, 


According to JINGJI CANKAO, the trouble originated from the irrational manager- 
ial system, Because the two enterprises so closely connected with each other 
as to form a complete set, and, sharing common interest should have been 
placed under the jurisdiction of two entirely separate departments, contra- 
dictions are inevitable, 


JINGJI CANKAO concluded by saying, when some localities are grasping the prin- 
ciple of increasing production and revenues, saving energy resources and cutting 
back expenditures, they only pay attention to minor problems, while failing to 
see greater waste resulting from irrational structure, This is really a case 
of attending to minor things while losing big things, 
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INDUSTRY 


LIAOWANG ON STRATEGIC CHANGES IN LIGHT INDUSTRY 
HK291028 Beijing LIAOWANG in Chinese No 16, 20 Apr 87 p 4 
[Article by Yang Lu: "Strive to Achieve a Strategic Shift of Light Industry"] 


[Text] In our country, light industry is an important sector of the national 
economy, On the one hand, it is oriented to the domestic market to satisfy 
the people's growing daily consumption needs; on the other hand, it is 
oriented to the international market and must suit the needs in international 
market competition, The two tasks have the respective characteristics and 
they also promote each other, In order to expand light industrial good 
exports, the party central leadership and State Council have required the 
light industrial departments to speed up the change from mainly exporting 
elementary processed goods to mainly exporting sophisticated processed goods 
and required the coastal cities to change their economies from the inwardly 
oriented pattern to the outwardly oriented pattern in order to promote the all- 
round development of light industry in our country, 


The two strategic changes in our light industry are of far-reaching historical 
Significance and great immediate significance, The development tendency of the 
world's economy shows that at present, the industrial structure in all parts 
of the world is undergoing major change, In Western countries, industrial 
production is being shifted to fields that require high technology and more 
capital, and labor-intensive and energy-intensive industries are being moved 
to areas in which labor costs remain low, This tendency indicates that the 
textile and other light industries in these developed countries will inevitably 
decline, This provides a good opportunity for our country to develop our 
textile and other light industries. This is not only an opportunity, but is 
also a challenge, There remain rather big gaps between our goods and those 

of the advanced countries in respect of quality, variety, and design. If we 
do not change this state of affairs as soon as possible, we will fail in 
international market competition, In our socialist modernization process, 

the light industries constitute a main force for accumulating funds and earn- 
ing foreign exchange income for the state, Over a long time in the past, the 
output value, tax and profit contributions, and foreign exchange earnings of 
light industry respectively accounted for some 20 percent of the national 
total, and the commodities supplied by light industry cn the markets accounted 
for 35 percent of the total value of commodities of all kinds. However, we 
can still tap great potential in light industry, and the two strategic changes 
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will be a major step for increasing its capacity of earning foreign exchange, 
In the all-round development of light industry, many enterprises now still 
have the problems of out-of-date equipment and technology, low management 
level, and poor economic efficiency, The quality and design of the products 
are still not suited to the needs in international markets. Through the 
strategic changes, the products of some enterprises will be tested in inter- 
national markets, and the competition will prompt us to further speed up our 
pace of technological transformation, to improve our enterprise management, 
and to promote the all-round development of light industry, 


In order to realize the two strategic changes in light industry, we must 
change our seclusive mentality to an open and competitive mentality, change 
our Old habits that were suited to the product economy of a new work style 
suited to the socialist commodity economy, and change narrow departmental 
ideas to the overall viewpoint that treat, 'ight industry through the country 
as an integrated entity. 


No matter what work we are to do, we must focus our efforts on some points. 
Realizing the two strategic changes in light industry is no exception, In 
order to develop light industry in their regions, the initiative of the local 
authorities must be brought into play. Due to the limitation of their funds, 
technology. and technical forces, they cannot simultaneously develop all 
things, The coastal areas have a better technological foundation, a full 
range of basic industries, the capacity of integrated production, more advanced 
management skills, and higher efficiency in using energy, so they have compre- 
hensive advantages in expanding light industrial product exports, and these 
areas should be the main bases for the development of Light industry in the 
whole country. In addition, some enterprises in the interior areas that have 
good conditions for development should also be designated as priority enter- 
prises, This is a completely correct arrangement, With the coastal areas 
realizing the two strategic changes, they will not only provide a reliable 
guarantee for the fulfillment of the export tasks, but will also give effec- 
tive support to the development of the interior areas, thus promoting the all- 
round development of light industry throughout the country. Similarly, if we 
succeed in first developing the priority enterprises, they will also play a 
leading role in the all-round development of light industry as a whole, 


In order to realize the two strategic changes, we must make preat efforts to 
put a series of policies and measures into practice and to implement them 
effectively, The plan for light industrial product exports has now been 
formulated and targets have been assigned to all units, The departments con- 
cerned have provided favorable conditions for meeting these export tasks, 

The State Council has decided to adopt some preferential policies toward 
production of light industrial goods for export and to give financial sup- 
port to the key enterprises for export production in the aspects of capital 
construction and technological transformation, What we should now do is put 
these policies into practice and effectively implement them by working in a 
down-to-earth manner, The provincial and municipal leaders and the depart- 
ments in charge should make serious investigation and study to work out the 
local feasible measures for meeting the export tasks, They should also work 
out local preferential policies toward the export of light industrial goods 
and toward enterprises that have export tasks, including the concrete schemes 
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for giving financial support to the capital construction and technological 
transformation projects of these enterprises, All key priority enterprises 
should make great efforts to raise their producton efficiency and simultan- 
eously increase their output value and profits. They should also carry out 
the activities of increasing production and income and retrenching expendi- 
ture by practicing thrift, strengthening enterprise management, and lowering 
production costs, 


When making efforts to boost light industrial products exports, we should 

also do a good job in ensuring supply to the domestic markets. According to 
the analysis of the market tendency by the commercial department, the demand 
for consumer goods in the aspects of foodstuffs, daily necessities, and 
housing will continue to grow this year and new increases in the demand at 
different consumption levels will appear. In particular, the demand ior some 
new and brandname products of al. kinds will further increase, The increasing 
social demand requires further improvement of the quantity and quality of 
light industrial production, So, we cannot merely pay attention to the inter- 
national markets, and must not neglect our domestic markets, All local party 
and government leading bodies should work out comprehensive plans to coordin- 
ate the development in all fields and to reasonably distribute resources to 
ensure the all-round development of light industry and to satisfy the demand 
in both the international and domestic markets, 
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INDUSTRY 


LU DONG ADDRESSES RESPONSIBILITY SYSTEM FORUM 
OW280445 Beijing XINHUA Domestic Service in Chinese 1152 GMT 27 Apr 87 
[By Reporter Ge Daxing] 


[Excerpts] Beijing, 27 Apr (XINHUA)--It is imperative to systematically and 
carefully institute a contracted managerial responsibility system in industri- 
al enterprises, especially in large and medium-sized ones, in order to deepen 
ongoing enterprise reform, and promote the campaign to increase production and 
practice economy, increase revenue and reduce expenditures, This was the 
general thrust and summary by Lu Dong, minister of the State Economic Commis- 
sion, of the work of a forum on the contracted managerial responsibility sys- 
tem, which ended today, 


The State Economic Commission sponsored the forum, with the approval of the 
State Council, It was aimed at exchanging experiences in experimenting on 
the system in various localities, and at making arrangements for instituting 
different forms of the system, 


Lu Dong pointed out: We are now faced with a contradiction: On the one 

hand, enterprises have tremendous potential; but on the other, they lack 
internal mechanisms to tap such potential, The contracted managerial respon- 
sibility system is an effective way to mobilize enterprises’ initiative in re- 
solving this contradiction, 


After summing up various views expressed at the forum, Lu Dong called for pay- 
ing attention to main questions about instituting the contracted managerial 
responsibility system, He said: All those involved in instituting the sys- 
tem should implement the basic guiding principle of ensuring increased 
revenues for the state, and an adequate capacity for enterprises’ future 
development, The duration of managerial responsibility contracts should be 

as long as possible, Particularly for a large or medium-sized enterprise, such 
a contract, in principle, may not expire until 1990, When enterprises are 
contracted out, it is necessary to keep consumption funds under strict con- 
trol, An enterprise's total wages should be linked to economic results, and 
taxes should be paid according to regulations, Management and supervision 
should be strengthened, It is hoped that various localities and departments 
adopt new and more effective measures to guide enterprises to use more of their 
own funds for production development and technical transformation, Special at- 
tention should be paid to ensure that a contracted enterprise increases its 
profits, not by wantonly raising prices or doing so in a disguised forum, but 
by improving product quality and reducing consumption of raw materials, 
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GENERAL INDUSTRIAL SURVEY COMMUNIQUE ISSUED 
OW280159 Beijing XINHUA Domestic Service in Chinese 0740 GMT 27 Apr 87 


[Text] Beijing, 27 Apr (XINHUA)--According to the General Survey Communique 
No 1 issued today by the State Council's Leading Group for National Industrial 
General Survey, the number of China's large and medium-sized industrial enter- 
prises, which are playing a pivotal role in the country's social and economic 
development, reached 8,285; 2,494 large enterprises and 5,791 medium-sized 
employing more than 22 million workers and staff. 


On the basis of a general survey of the basic situation of China's industry 
in 1985, the communique presented a clear picture with detailed facts of the 
prominent position and role played by these enterprises in the development of 
the national economy, 


The large and medium-sized enterprises are the backbone of China's industrial 
production, While accounting for only about 2 percent of the total number of 
industrial enterprises in the country, they create 43 percent of China's 
total industrial output value, Some of the large enterprises occupy a par- 
ticularly prominent position in China's industrial output, For instance, 
Daqing Oilfield's crude production in 1985 amounted to nearly half of the 
country’s total output for the year; Anshan Iron and Steel Company's steel 
output came to one-sixth of the country's total; Shaanxi General Color Kine- 
scope FActory was the sole producer of color television kinescopes in the 
country; and most of the heavy-duty trucks manufactured in the country in the 
year came from the No 2 Motor Vehicle Manufacturing Plant, Some enterprises 
have attained or come near the production levels of large enterprises in the 
world, 


The large and medium-sized industrial enterprises represent a major material 

foundation for China's modernization drive, The real value of the fixed as- 

sets of these enterprises reached 454.49 billion yuan in 1985, which made up 

66 percent of the total of all independent-accounting industrial enterprises, 
They are very prestigious among all industrial enterprises in the country for 
their means of production, 


The large and medium-sized industrial enterprises are a dominant force for 
pushing the economic and technological development of China's industry, By 
the end of 1985, the number of engineers and technicians in these enterprises 
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accounted for 5,1 percent of the total number of their employees, as compared 
to only 2,2 percent in small enterprises, In general, these large and medium- 
sized enterprises are more advanced in technology and equipment, better man- 
aged, and more efficient in attaining various economic targets than the small 
enterprises, 


The large and medium-sized industrial enterprises are the chief national income 
earners and the major source of state revenue, In 1985 their net industrial 
output value accounted for 22,1 percent of China's total national income, 

Their profits and tax payments delivered to the state made up 62,3 percent 

of the total amount delivered by all independent-accounting industrial enter- 
prises and accounted for 42,7 percent of total state revenue. Since the found- 
ing of new China, the total amount of profits and tax payments delivered by 
these enterprises to the state in the past 30 and more years accounted for 

49.6 percent of total state revenue for these years, In addition to paying 
back their investments, they have accumulated 582.58 billion yuan in construc- 
tion funds for the state, 


The general survey communique released today also showed that in view of the 
needs of China's modernization drive, the large and medium-sized enterprises, 
representing the main thrust for invigorating enterprises, are still faced 
with some contradictions that require immediate attention to be solved 
step-by-step; they include shortage of talents, aging of equipment, slow 
progress toward large-scale social production, and low level of economic re- 
sults, This calls for deepening reform to step up efforts to increase their 
vitality, thereby effectively expanding the state's economic construction 
capability, 


The general industrial survey conducted nationwide last year was the first 

of its kind in China, Processing all the data obtained in the survey will be 
completed within this year in stages and in groups, Xu Gang, responsible per- 
son of the General Office of the Leading Group for National Industrial General 
Survey, briefed Chinese and foreign reporters today on the relevant informa- 
tion with regard to the General Survey Communique No i, According to hin, 
China's enterprises are divided into large, medium-sized, and small ones mainly 
on the basis of their production capacity, But there are some cases in with 
the real value of fixed assets is the basis used, Specific division criteria 
are set in accordance with the respective situations of different trades, 

The large and medium-sized industrial enterprises mentioned in the communique 
do not include the enterprises in China's Taiwan Province or foreign invest- 
ment enterprises, Sino-foreign investment enterprises or joint Sino-foreign 
ventures, 
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AGRICULTURE 


CREDIT EXPANSION, BANK DEPOSITS PROVIDE MORE FARM LOANS 
Changsha HUNAN RIBAO in Chinese 3 Feb 87 p 1 


(Article by Ren Shizhai [0117 2514 7872] and Mo Xiyan [5459 6007 1484); 
"Provincial Bank of Agriculture Actively Supports Rural Commodity Production. 
Institutes Lateral Fund Distributions; Opens Rural Funds Markets; Loans for 
Support of Agriculture During 1986 Increased by More Than 1.5 Billion Yuan 
Over 1985") 


(Text ] At the provincewide rural work conference convened in mid-December 
1986, the work of the provincial Bank of Agriculture was unanimouslyrated 
high by delegates to the conference and approved by leaders concerned in 
both the provincial CPC committee and the provincial government. The 
provincial Bank of Agriculture continues reforms, actively opening rural funds 
markets. In 1986, funds in Bank of Agriculture rural savings organizations 
amounted to more than 750 million yuan, up 74 percent from 1985. Loan funds 
used by the whole system for direct support of agriculture amounted to more 
than 670 million yuan, more than 1.5 billion more than in 1985, playing an 
important role in development of rural commodity production. 


In providing support to agriculture during 1986, the provincial Bank of 
Agriculture system paid attention to three matters as follows: First was 
Support for grain production. The system issued loans for the production of 
grain amounting to more than 1.48 billion yuan to solve the problem of 
insufficient funds for grain production. Second was support for the 


development of production in needy areas. More than 300 million yuan in loans 
were issued to 16 needy counties in the province to help more than 50,000 


needy households get on the road out of poverty. Third was energes ic support 
for township enterprises, double the amount of loans made in [955 


being provided to township enterprises for substantial satisfaction 


of their needs for working capital. In addition, loan 


assistance was provided for the renovation and expansion of 62 rural remote 
area farmers market network outlet points and for the new construction and 


expansion of more than 130 country fair markets. 


The provincial Bank of Agriculture system increased loans for the support of 


Soe tee primarily by getting the rural funds market to gather funds. In 
1986, they began to get away from traditional administrative and management 
methods to develop a multitier financial system for loan funds that performed 
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AGRICULTURE 


INCREASE IN COTTON PROCUREMENT PRICE IN HEBEI PROVINCE 
Shijiazhuang HEBEI RIBAO in Chinese 7 Mar 87 p 1 


LArticle: "Fixed Procurement Methods Improved; Procurement Prices Raised. 
Provincial Supply and Marketing Cooperative Officer-in-Charge Answers 
Correspondent's Questions on 1987 Cotton Procurement Policy"] 


[Text] Question: Will the contract fixed procurement system be continued for 
cotton in 1987? 


Answer: The state will continue the contract fixed procurement system in 1987. 
The amount of fixed procurement of cotton for Hebei Province in 1987 is 
642,500 tons. Supply and marketing cooperatives at all levels should act 
under leadership of the local people's government and with respect for the 
desires of cotton growers to firm up arrangements at once for the fixed 
procurement amount with cotton growing households and production units, and 
Sign fixed procurement contracts with cotton growers. Support should be given 
to those cotton growers who desire to transfer their fixed procurement quotas 
to large households specializing in cotton production. The signing of fixed 
procurement contracts for cotton should be entirely completed before spring 
Planting begins. 


Question: What adjustments are to be made in cotton procurement prices for 
1987? 


Answer: The state has stipulated that beginning from the arrival in the market 
of new cotton in 1987, the procurement price for cotton in Hebei Province is 
to be changed from the "inverse 4:6 ratio" of 1986 to an "inverse 3:7 ratio," 
meaning that when farmer's sell their cotton, 30 percent of it will be 
purchased at the list price and 70 percent will be purchased at the excess 
purchase price (30 percent more than the list price). The price per 50 kgs of 
"327" grade standard, ginned, rolled cotton after allowing for the excess 
price will be 176.42 yuan. Thus, each 50 kgs of standard cotton will fetch 


4.38 yuan more in 1987 than in 1986. 


Question: How is cotton not covered by fixed procurement contracts to be 
handled? 


Answer: The state will make unlimited purchases of cotton not covered by 
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fixed procurement contracts, and the purchase price will include the same 


€xcess price as for cotton covered by contracts. 


Question: What changes have been made in the award sale policy for cotton in 
1987? 


Answer: The provincial government has stipulated that for every 50 kgs of 
cotton covered by fixed procurement contracts that is sold, the seller will be 
e*’igible to buy 10 kgs of chemical fertilizer in 1987 versus the 5 kgs of 
1986. 


In summary, the system for fixed procurement of cotton has been improved in 
1987; the procurement price is higher than in 1986, and award sales have been 
increased. The state's adoption of these policies benefits steady development 
of cotton production. 
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AGRICULTURE 


HUNAN WATER CONSERVANCY REVIEWED 
Beijing JINGJI CANKAO in Chinese 16 Feb 87 p 2 


(Article: "Outstanding Accomplishments in Winter Repair of Farmland Water 
Conservancy in Hunan Province; Equipping and Maintenance Done Largely Through 
the Tapping of Potential"] 


[Text] Outstanding accomplishments have been scored since the winter of 1986 
in Hunan Province's farmland water conservancy winter repair projects, 
equipping and maintenance being done largely through the tapping of potential. 


Statisties from the Hunan Provincial Department of Water Conservancy and 
Hydroelectricity show water conservancy winter repair projects at 350,000 
locations as having been substantially completed, a 600,000-mu area added from 
which a crop may be harvested despite drought or waterlogging, a 2 million-mu 
irrigation area improved, and 400,000 mu of land newly irrigated to create 
favorable conditions for a bumper harvest in agriculture during 1987. 


Construction of farmland water conservancy in Hunan Province during the winter 
of 1986 and the spring of 1987 had two major features as follows: First was 
that equipping and maintenance was done largely through the tapping of 
potential. Second was an increase in investment in agriculture. In addition 
to an increase in national loans for investment, 76 million yuan in funds for 
the building of water conservancy has been provided out of local public 
revenues and by the peasants themselves throughout the province. 


There have been five stages for most farmland water conservancy construction 
in Hunan Province since founding of the People's Republic. The early part of 
the 1950's marked the first stage. In 1954, work began on rebuilding the 
water system and the dilapidated dikes around Dongting Hu, both of which were 
in a more chaotic state than ever they had been, and on the repair of pond 
dams in hill regions. Major efforts were made to build small water conservancy 
projects. These efforts paid off in some increased production. The end of the 
1950's marked the second stage. Throughout the province, 9 large reservoirs, 
5/7 medium-size reservoirs, and many small reservoirs came on stream. The third 
stage was in the 1960's when a fairly complete water conservancy and 
irrigation system combining storage, diversion, and lifting of water began to 


take shape throughout the province. The 1970's marked the fourth stage in the 
building of water conservancy. During this stage, the building of water 
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conservancy advanced from flood-control measures alone to the tackling ol 
Problems concerning mountains, rivers, farmland, forests, and roads in a 
comprehensive way, going from solving the problem of m1 drought and fl 

disasters to the building of farmlands able to insure a p despite drought 
or waterlogging. The fifth stage followed the smashing of the "gang of four, 


When the capital construction of water conservancy entered an era of increas 
control. 


C f 
stations, 1.28 million kW of electric power irrigation and drainage, <-. 
million hp of mechanized drainage and irrigation equipment, more than 12,00! 
medium and small reservoirs, and 2.14 million dammed ponds have been built 
installed, the number of reservoirs amounting to one-ei 


Over the past 30 years, 11 large reservoirs, more than 4,700 turbi 
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country as a whole. The effectively irrigated area of 4 


percent of the province's total cultivated land area. This includes 33.84 
million mu from which a harvest may be assured despite drought or 
E 


waterlogging, or 66 percent of the cultivated land area. Erosion has been 
preliminarily brought under control on a more than lie,: 
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The expansion of water conservancy construction has laid a material foundation 
for steady increase in grain production. 


One official in charge in Hunan Province to e i 
job will be done during the Seventh 5-Year equipping, 
maintaining and tapping the potential of farmland water conservancy in order 
to increase by 3 million mu the area from which a crop may be harvested 
despite drought or waterlogging. 
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AGRICULTURE 


AGROTECHNICAL STATIONS TO BE BUILT, EXPANDED IN YUNNAN 
Kunming YUNNAN RIBAO in Chinese 9 Mar 87 p 1 


[Article by Wang Yongsong [3769 3057 2646] and Liao Huaging [1675 5478 3237] 
"Yunnan Province Obligates Special Funds For the Building and Expansion of 100 
District Level Agrotechnical Stations"] 


[Text] In 1987, Yunnan Province obligated a 2 million yuan special fund from 
the capital construction investment fund for the first time, and plans the 
construction or expansion of 100 district (or town) agrotechnical stations to 

create the necessary conditions for an expansion of scientific and technical 
work at the grassroots level that directly serves development of agricultural 
production. 


Current district (or town) level agrotechnical stations in the province number 
more than 1,500, but agrotechnical personnel have trouble finding housing, and 
facilities are rudimentary. In order to change this situation, the province 
has decided not only to continue to devote attention to the improvement of 
basic conditions in agriculture during the Seventh 5-Year Plan, but also 
gradually to augment and perfect living and work facilities for S&T personnel 
at district-level agrotechnical stations to make full use of the role of 
agrotechnical stations. The province has explicitly stipulated how the 
aforementioned special funds are to be used. 


1. The 2 million yuan in special funds for new construction and expansion of 
100 district-level agrotechnical stations are to be used primarily in county 
districts having relatively good conditions, particularly relatively good 
Conditions for grain production, the specific locations to be determined by 
prefectures and counties. 


e. The scale of construction at each district agrotechnical station is to be 
between 250 and 300 square meters per house for a total investment of 50,000 
yuan. 


3. The province will provide one-time support to each district agricultural 


station in the form of a 20,000-yuan investment in capital construction. The 
remaining 30,000 yuan required is to be provided by prefectures and counties 
themselves. 


The province has already allocated the funds to each jurisdiction and urges 


,; e. Not 
that they be turned over to construction units as quickly as possibl 


Only should the scale of construction not be exceeded, but attention should 


also be given to quality and to gaining fullest results from use of the funds. 
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[ON'S CURRENT WAGE SYSTEM EXAMINED 


Beijing JINGJIXUE ZHOUBAO [ECONOMICS WEEKLY] in Chinese 15 Feb 87 p 7 


.Text] China's current wage system neither reflects differences in amounts of 
labor required nor the difference between simple labor and complex labor. For 
a university professor's or a scientific worker's wage to be no higher than 
that of a guard at the main gate is no rarity; an abnormal situation has come 
about in which the greater the learning the lower the wage. What sense is 
there is talking about respect for knowledge and respect for skilled people? 


How could such an abnormal situation have taken place? The ultimate source of 
the serious distortions in the principle of from each according to labor in 
China's prevailing wage system is the state's use of its authority to carry 
out coercive distribution. The coercive mechanism is public finance. The use 
to the full of the coercive role of public finance in several wage 
readjustments has been witnessed by all. 


Just what can be done to make China's wage system tend to be more rational? 
There is no harm in seeking a a rationale for wages in the following train of 
thought: Wages are compensation paid to laborers for their labor. And who 
understands best how much labor the laborer has performed? It should be the 
unit to which the laborer belongs. This is to say that the amount of wages 
that staff members and workers receive should be decided by the work units to 
which they belong as the only way of carrying out accurately the principle of 
distribution according to labor. This is to say that except for public 
servants (including working personnel in official state organizations, revenue 
personnel, and teachers), whose wages should be set and paid out of public 
funds, the wages of all other personnel should be decided by enterprises under 
guidance of the state plan, each enterprise deciding for itself the rational 
distribution of wages on the basis of the ability and contribution of staff 
members and workers. 


Decisions on staff member and worker wages made by enterprises themselves 
would not only effectively carry into practice the principle of distribution 
according to labor, but would also directly link staff member and worker 
earnings to the enterprise's economic performance. It would cause staff 
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LABOR 


BEIJING LABOR FAIR HELPS PEOPLE CHANGE JOBS 
OW081929 Beijing XINHUA in English 1620 GMT 8 Apr 87 


[Text] Beijing, April 8 (XINHUA)--Some 2,000 people from all over Beijing 
swarmed to the city's agricultural exhibition hall today in the hope of getting 
transferred to more suitable jobs at a special labor fair there. 

The 1987 spring personnel and intelligence exchange fair is the largest of its 
kind since it was initiated in 1984, Han Guangyao, an organizing official, 

told XINHUA. 


Altogether 6,000 people have got registered for attending the three-day fair, 
Han said, adding that 300 government offices, schools, hospitals, factories 
and shops have sent representatives to the fair to recruit suitable employees. 


There are 200 stands set up by different units at the fair. "Any one who is 
interested in working in any of these units can contact its representative 
there," Han said. 


Some 76 stands were set up by rural enterprises in suburban Beijing and else- 
where. "These badly need technicians because all graduates from technical 
schools are assigned to state-owned enterprises," Han said. 


In the past, Han said, personnel with expertise found it hard--if not entirely 
impossible--to move to a new work unit for a more suitable job. 


Now the situation is turning for the better, Han said, as the policy encour- 
ages the interflow of personnel between work units so that no one's talent is 
wasted, ard allows people to take second jobs on condition that they do their 
normal work well. 


The personnel exchange center will contact the applicant's work unit after 
receiving an application, and help arrange the transfer if the leadership of 


that unit agrees to let him or her go, Han said. 
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STATISTICS ON WOMEN IN WORK FORCE RELEASED 
OW081116 Beijing XINHUA in English 0647 GMT 8 Mar 87 


[Text] Beijing, March 8 (XINHUA)--China's economic reform has brought the 
role of women into prominence. 


According to the latest statistics released by the State Statistics Bureau, 
China had 46.88 million women workers at the end of 1986, over 50 percent more 
than at the end of 1978. Their proportion in the total number of workers 
increased from 32.9 percent to 36.6 percent, and the percentage is even 
larger, about 40 percent, in the economically developed coastal areas. Most 
of them, or about 30 million, hold jobs in state owned factories. 


The ranks of women engineers, professors, researchers, pilots, doctors, mana- 
gers and performing artists have been swelled to more than four million, the 
statistics showed. 


Among women intellectuals, 42 hold the doctorate degree and more than 7,000 
have got the master's degree in various fields of study, according to an 
incomplete figure released by the State Council Academic Degree office. 


But the figure for the doctorate degree was only one in 1981 when the country 
first introduced the academic title system. 


The contingent of women with masters degree swelled to more than 2,000 in 
1986 alone, accounting for 13.6 percent of the more than 52,000 master degree 
winners. 


Most of the women with the doctorate are around 40 and those with the master's 
degree are between 20 and 30, with the youngest at 21. 


Even among women of minority ethnic groups, such as Mongolians, Koreans, 


Manchus, Huis, Tujias and Zhuangs, there are some holding the master's 
degree or working for the degree. 
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BRIEFS 


CONSTRUCTION BANK FUNDS FOREIGN CONTRACTS- “°%eijing, March 4 _(XINHUA)--China 
has signed project and labor service contracts worth 6.4 billion U.S. dollars 
by the end of 1986, with the help of China's Construction Bank, today's ECO- 
NOMIC DAILY reports. China's Construction Bank has granted a total of 1.08 
billion yuan (281.6 million U.S. dollars) in loans to fund contract projects 
that promised good and quick returns, the paper said. The paper noted that 
Chinese companies have contracted for construction projects in some 90 for- 
eign countries. So far, they have completed a combined business volume of 

3.3 billion U.S. dollars, the paper added. [Yext] [Beijing XINHUA in English 
0235 GMT 4 Mar 87 OW] /6662 
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CONSTRUCTION 


INVESTMENT IN 40 KEY PROJECTS REDUCED BY 2 BILLION YUAN 
Beijing RENMIN RIBAO in Chinese 12 Mar 87 p 1 


[Article by Lu Mu [7627 3668]: "Investment in 40 Key Projects Reduced by 2 
Billion Yuan; China International Engineering Consulting Corp To Insist on 
Selection Among Several Options" ] 


(Text } The State Planning Commission has announced that the China 
International Engineering Consulting Corp will insist on playing its role as 
expert in selecting projects from among several options; after appraising 40 
key national projects, it reduced investment by 2,029,000,000 yuan by 
selecting those options offering more advanced and economic technologies and 
by reducing unnecessary construction. 


Last year, this corporation was assigned by the State Planning Commission and 
the State Economic Commission to recruit more than 180 units and more than 500 
experts to conduct appraisals of 85 key construction projects. Revisions and 
adjustments were made in the technical cptions and scale of construction of 48 
projects; facilities were provided for the construction of 33 projects, it 
was recommended that 2 be eliminated and that construction of 2 be delayed. 


In appraising these projects, they focused on thoroughly surveying and 
studying the rajor problems, with more economically rational construction 
options being offered following verification and proof. The Wuxi Iron and 
Steel Works had done a feasibility study based on the diagnostic views of 
foreign experts; they then recruited experienced Chinese experts to conduct 
on-site inspections and studies. They submitted a proposal based on the 
firm's existing equipment and future product development and technical 
progress to utilize the existing 650 cogging mills rather than to add 750 new 
cogging mills. This was approved by the plant and by the department in charge 
of it. This option was completed, and investment was saved. 


The Shanghai waste water treatment works is a fairly large project. 
Engineering experts from the highest levels of municipal government around the 
country were recruited to do consulting and verification; they met with old 
and new Shanghai experts to check and analyze data on changes in the Chang 
Jiang's bed over nearly 200 years. Comparing many different options, they 
proposed an effluent outlet located 5 km beyond the original site which was 5 
km east of mouth of the Wusong River. This approach avoided the main 
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navigation channel of the Chang Jiang and reduced the likelihood that the 
waste water drainage pipes would silt up or that waste water would back ur 
into the Huangpu; it also left room for development of two new harbor 
districts planned for Shanghai. At the same time, it provided measures for 
improving the design construction option that will save 70 million yuan in 
investment. This was favorably received by the responsible departments in 
Shanghai and was approved by the World Bank. 


The original plan for construction of the railroad siding for the expansion 
project of the Jiangyou Power Plant in Sichuan as put forth by the responsibl« 
department called for converting the passenger station to a freight station 
and building another four-track passenger station and a six-track car 
connecting yard. This would require removing all existing passenger and 
freight facilities and laying 8.8 km of new track, equivalent to turming one 
station into three. This would have been too much expansion and taken up too 
much farmland. After appraisal and readjustment, a consensus was reached that 
would ensure that the needs of the power plant will be met while appropriately 
reducing the outgoing rail lines and taking full advantage of existing 
facilities; this will reduce the investment from 40 million yuan to 25 million 
yuan, a 37.5-percent saving. 
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CONSTRUCTION 


INVESTMENT IN URBAN HOUSING FORECAST 
HK260623 Beijing JINGJI QUANLI in Chinese No 2, 1987 (undated) pp 16-18 


{Article by Zhao Baoling (6392 1405 3781): "Forecast and Analysis of Our 
Nation's Investment in Urban Residential Construction"--reprinted from TOUZI 
XINXI (INVESTMENT INFORMATION), edited by Zhang Hanya (1728 3352 0068)-- 
passage within slantlines denote boldface as published] 


[Text] Since the 3d Plenary Session of the llth CPC Central Committee our 
nation’s urban residential construction has developed quite quickly, Accord- 
ing to statistics, the floer area of residential construction completed rose 
from 97,683 million square meters in 1981 to 187.892 million square meters in 
1985, an annual average growth of 17.8 percent, In the same period, the 

total annual amount invested in residential construction rose from 13,504 
billion yuan to 31,481 billion yuan, an average annual growth of 23.6 percent, 
During the period of the Sixth 5-Year Plan the cumulative toial funds invested 
in housing was 104,27 billion yuan, 1,8 times the total amount of investment 
in the previous 30 years, During the Sixth 5-Year Plan, the proportion of 
residential construction investment in capital construction was 21.85 percent. 
The figure of 20 percent is only exceeded in advanced countries during housing 
construction peak periods, 


During the period of the Sixth 5-Year Plan the housing standard of our nation's 
urban residents saw definite improvement. Per capital living floor area grew 
from 5,27 square meters in 1981 to 6,66 square meters in 1985, an average annual 
growth of 0,35 square meters or 6,03 percent. However, this lagged behind the 
speed of growth in investment. /The reasons for this are:/ 1) the urban 
population has grown quickly, During the period of the Sixth 5-Year Plan 

the residential population grew annually by 2.27 percent and the total 

number of residential households grew annually by 4,56 percent. 2) earch 

year it was necessary to remove a substantial amount of dangerous or dereict 
housing, 3) in the process of urban construction and transformation it is 
necessary to remove some housing. During the period of the Sixth 5-Year Plan 
the average annual floor area reduction rate was 0,559 percent (the general 
international elimination rate is 2 percent), 


According to the family livelihood investigation materials of the State Statis- 
tical Bureau, at the end of 1985, in cities throughout the country, there were 
still 640,000 households with no housing, 9,83 million households in crowded 
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housing and 6,04 million households in inconvenient housing. In these three 
categories there was a total of 16,51 million households, 30.17 percent of 

the total number of urban households throughout the country. There were 12.91 
million families with a per capita living floor area of 4 to 6 square meters, 
11,66 million households with a per capita floor area of 4% to 8 square meters 
and 13,63 million households with a per capita floor area of above 8 square 
meters, 


From the above we can see that there are still quite a number of families in 
cities throughout the ccuntry who have no housing, crowded housing or incon- 
venient housing. However, we can also see that quite a number of households 
have a per capita living floor area of over 8 square meters, Apart from the 
fact that there are many outstanding accounts for housing, /the more impor- 
tant reasons for this situation are that the housing policies are not com- 
plete, the allocation systems is not rational and housing rent is too low, 
The root cause of this is that for a long pecsiod our nation has seen urban 
housing as a welfare benefit rather than as a commodity./ 


In accordance with the overall goals for our nation's economic construction 
put forward at the 12th CPC Congiess, and proceeding from cur nation's situ- 
ation, the comparatively well-off urban residential level shculd be: 1) A 
situation in which each family has a house should basically be achieved, 

2) Over 80 percent of houses should have their own toilet, kitchen, water, 
electricity and other facilities. 3) Housing should be fairly spacious, 
Apart from having room to sleep, eat and wash, there should be room to enter- 
tain guests, study and work, 4) Urban Livelihood fuel should basically all 
be gas, When we achieve this level, each person wi-l have an average & 
square meters of living floor area or 12 to 14 square meters of usable floor 
area, corresponding to the level in the Soviet Union and Eastern Europe in 
the 1970's, This should be the housing strategy developmert goal for our 
nation to achieve within this century, On the basis of this idea we can have 
three goals: 


A low-level goal--By the year 2000 urban residents will have a per capita 
living floor area of & square meters, 


A middle-level goal--By the ycar 2000 each urban residential family will have 
a residence with a constructed floor area of 56 square meters (equivalent to 
a per capita usable floor area of 12 square meters). 


A highelevel goale-By the year 2090 urban residents will have a residence 
with a constructed floor area of 65 square meters (approximately equivalent 
to a per capita usable floor area of 14 square meters). 


In accordance with the above development goals for resicential construction 
we have made the following forecasts: 


l. Forecast of investment in urban residential construction in our nation 
over the period 1986 to 2000, 








If by the year 2000 we are to achieve the low-level goal it will be necessary 
to complete 2,199 billion square meters of residential constructed floor area, 
which will require an investment of 663.3 billion yuan, 


If by the year 2000 we are to achieve the middle-level goal we will need to 
complete 2,630 billion square meters of residential constructed floor area 
which will require an investment of 796,8 billion yuan, This means that an 
average of 175 million square meters will have to be compicted annually, 
requiring an annual investment of 53,1 billion yuan, 


If by the year 2000 we are to attain the high-level goal we will need to com- 
plete 3,487 billion square meters of residential constructed floor area which 
will require an investment of 1,084,3 billion yuan, This means that an average 
of 232 million square meters will have to be completed annually, requiring an 
annual investment of 72,3 billion yuan, 


2, <A forecast of the structure of investment in urban residential construc- 
tion, 


According to a balanced model of the residential construction investment struc- 


ture, the results of forecasting the residential investment structure for the 
period 1986 to 2000 are as follows. 


Forecast Chart of the Urban Residential Construction Investment Structure 


(Percentages) 


Low-level Goal 


Middle-level Goal 


High-level Goal 


Year W C I W C I W C I 

1986 78.46 6,02 15,52 77,69 6,85 15,46 75.40 9,33 15.27 
1987 77,99 6,65 15,36 76,45 8,32 15,23 72.02 13,10 14.88 
1988 77,52 7,30 15,18 75.25 9,76 15,00 68.79 16.70 14,51 
1989 77.05 7.97 14,98 74,05 11.18 14,77 65.71 20,13 14.16 
1990 76,58 8,63 14,79 72,87 12,59 14,54 62,7/ 23.39 13.84 
1991 76,12 9,30 14,58 71.72 13,98 14,30 59,95 26.51 13,54 
1992 75,66 9.97 14,37 70,58 15,36 14,06 57.27 29,48 13,25 
1993 75.20 10,67 14,13 69,46 16.73 13,81 54.70 32,32 12.98 
1994 74.74 11,36 13,90 68,36 18,07 13.57 52.25 35.01 12,74 
1995 74,29 12,07 13,64 67.27 19,41 13,32 49,91 37.58 12,51 
1996 73,84 12,78 13,38 66,20 20.74 13,06 47.67 40,03 172.30 
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1997 73,39 13,52 13,09 65.15 22,04 12,81 45.53 42,37 12,10 
1998 72,95 14,25 12.80 64,12 23,34 12,54 43,49 44,58 11,93 
1999 72,51 15,01 12,48 63,10 24,63 12.27 41.54 46,69 11.77 
2000 72,07 15,76 12,17 62,10 25,90 12,00 39,68 48,69 11.63 


W = Wholespeople 
C = Collective 
I = Individual 


Two points need to be explained regarding the above forecast: 


1, We have made the forecast on the basis of the current pricing system, If 
prices are completely free the amount of investment required will greatly in- 
crease, 


2, For the per capita floor area figures during the Sixth 5-Year Plan, we 

used those in a sample family livelihood investigation carried out by the State 
Statistical Bureau and they may be little higher than the real figures, In 
other words, we have made our calculations based on a slightly higher resi- 
dential housing level, Tus, the calculations on the amount of investment re- 
quired to achieve the development goals have an optimistic base. 


Considering the above two points, this forecast is a conservative one, The 
investment amounts are a little lower than the actual amounts which will be 
required, 


Since the founding of the PRC, with respect to our nation's urban housing, 
there has been a welfare benefit system of unified construction, unified al- 
location and low rent, Not only aoes the state have to expand large amounts 
er ially to build housing, but also has to expend large amounts annually in 

ntaining existing housing, This has been a heavy burden on state finances. 

we continue to implement this policy in the future, in the 15 years to the 
end of this century, it will have to invest, on housing construction alone an 
amount of 663,3 billion yuan, 796,8 billion yuan or 1,084.3 billion yuan to 
achieve the low-!2zvel goal, middle-level goal] or high-level goal respectively, 
It is estimated that these amounts would respectively constitute 3,56 percent, 
4,28 percent and 5,82 percent of national income, The nation wou -d find this 
difficult to bear, 


In order to realize the development goals of housing construction and change 
the above-mentioned situation it is proposed that we reform the present hous- 
ing policies, /We should adopt the principle of commodity production in or- 
ganizing the production, allocation and consumption of housing in cities and 
towns), take rental and sales as the two flanks in turning housing into a com- 
modity, and reform the existing housing rental system. 
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1, Readjusting irrational housing rent. 


In the current residential housing rental system in cities and towns the 
national average rent for each square meter of floor area is 1,2 yuan, 
However, repairs and management of each square meter require 2,6 yuan, 

That means that the state not only does not receive an amount to cover 
residential depreciation or interest on investment, but actually has to 
provide 1.4 yuan to subsidize each square meter, Thus rental and residential 
construction costs are seriously dislocated, Also, low rents have resulted in 
some people occupying excessive housing, producing serious inequalities which 
need to be reformed, /It is proposed that housing rent be readjusted in two 
steps./ 1) First, housing rent should be gradually raised to the level of 
costs (including depreciation, repair costs and management costs). 2) The 
rent should be raised in a planned way to the commodity housing rent level 
(including depreciation, management fees, taxes interest, profit land use 
fees, etc), so that people feel that it is better to buy a house than to rent 
one, 


2. Actively promoting turning housing into a commodity 


This is a powerful measure to basically change the situation in which the 
state handles housing in a unified way and it is an important component of the 
reform of our nation's housing system, 


Seen from the present situation there is an objective possibility for promoting 
the conversion of housing into a commodity, First, many cities and towns 
throughout the nation have, to differing degrees, carried out experiments in 
turning housing into a commodity, They have both accumulated experiences and 
also played a certain role in disseminating the idea to the public, Thus 
residents have a certain ideological preparedness for the turning of housing 
into a commodity, Second, seen from the reform of the economic structure the 
establishment and perfection of a socialist market system, which includes real 
estate markets has already been put on the agenda, Third, seen from the income 
of staff and worxers in the last few years, following the development of the 
national economy, the income of statf and workers has continually risen, Tak- 
ing price rise factors into consideration, the total amount of staff and work- 
ers wages throughout the nation has still grown by about 50 percent, and aver- 
age wage rise of over 2( percent, savings by urban residents throughout the 
nation have greatly increased. At the end of the first quarter of 1986 the 
balance in the savings accounts of urban residents was more than 119.2 billion 
yuan, This large amount is the economic base for turning housing into a com- 
modity, Turning housing into a commodity and rationally zseadjusting the indus- 
trial structure will benefit in developing the construction industry so that 

it becomes a mainstay industry in our national economy, 


At present the major methods for turning housing into a commodity are: sub- 
sidized sales, installment payments, encouraging residents to save for pur- 
chasing housing and issuing residential construct ‘on bonds (giving them 
preferential conditions, and allowing them to be traded). In 1985 alone 
individuals in cities and towns purchased 4,82 million square meters of 
housing and the state received 798 million through investment by individuals, 
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According to incomplete statistics from 17 provinces, in 1985 372 million 
yuan in construction bonds were issued by the People's Construction Bank of 
China, 


3, Encouraginy collective construction of housing or cooperative construc- 
tion of housing 


The forecast for the urban residential construction investment structure 

shows that the propo:tion of investment by the collective ownership system 
will rise quite quickly, If we are to realize the high-level goal by the 

end of the century the proportion of investment by collective ownership units 
will reach 48,69 percent, In the last few years in various areas collective 
or cooperative enterprises and organizations which engage in housing construc- 
tion have continued to appear, They rely on the collective pooling of funds, 
take the initiative by themselves, have independent accounting and are respon- 
sible for their own profits and losses, Tiley have resolved many problems, 
Housing construction funded through collective investment should be seen as a 
breakthrough in the existing housing system and is also an avenue by which to 
turn housing into a commodity, 


4, Supporting the construction of housing by individuals 


According to the forecast for the urban residential construction investment 
structure, the proportion of investment by individuals in housing construc- 
tion will be 11 to 12 percent, This component should not be overlooked, 


FOOTNOTES 


1, The comparatively well-off urban residential level for our nation has 
been taken from the article "Development Forecasts. and Strategic Policies 
for Housing in Our Nation's €ities and Towns,' carried in ZHONGGUO CHENGSHI 
KEXUE YANJIU [CHINA URBAN STUDIES RESEARCH] 


2, In forecasting, the annual amount of completed residential constructed 
floor area and total amounts of investment in residential housing during 
the Sixth 5-Year Plan are taken from the State Statistical Bureau's annual 
statistical reports on investment in fixed assets, The number of urban 
households was calculated on the basis of data contained in the State 
Statistical Bureau's "Investigation Materials Relating to the Income and 
Expenditures of Urban Residential Families Throughout the Nation" 
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\NSPORTATION 


-EPORTS PLANS TO BUILD 5 AIRPORTS, EXPAND, COMPLETE OTHERS 
40615 Hong Kogn ZHONGGUO XINWEN SHE in Chinese 0110 GMT 23 Apr 87 


port by reporter Zhu Daqiang (2612 1129 1730): "China Will Build Five 
, Large and Medium-sized Airports This Year"] 


xt] Beijing, 23 Apr (ZHONGGUO XINWEN SHE)--According to reports from the 
|| Aviation Administration of China (CAAC), China will build five large 

| medium-sized airports, expand other airports, and continue to build those 
h are under construction this year, 


five large and medium-sized airports will be: The Xianyang Airport in 
anxi, the Xining Airport in Qinghai, the Ningbo Airport and the Wenzhou 
rport in Zhejiang, and the Taoxian Airport in Shenyang. 


nina's new airports, and the airports to be expanded or under construction, 

re relatively concentrated in open cities along the coast, cities that are 

‘sited by sightseers, cities that are economic centers, and in remote and 
der areas, 


ne construction of the Meixian Airport in Guangdong, the Chongqing Airport 

| Sichuan, the Changsha Airport in Hunan, and the Luoyang Airport in Henan 

id the renovation of the Nanchong Airport in Sichuan, the Yulin Airport in 
aanxi, and the Ganzhou Airport in Jiangxi are being accelerated so that these 
»jects can be put into operation as early as possible, 


C will also renovate the Shantou Airport and the Haikou A*rport in Guang- 
og, the Changchun Airport in Jilin, and the Hongqiao Airport in Shanghai and 
and the airports of Guilin, Lhasa, Xishuangbanna, Nanjing, and Kunming, 


present, China has more than 90 airports for civil aviation, and more than 
'of them provide service for the landing of large passenger airplanes, At 
present, more than 1,000 passenger airplanes take off and land at these air- 
rts, 
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TRANSPORTATION 


BIG INCREASE IN COASTAL PORT HANDLING 
HK131219 Hong Kong ZHONGGUO XINWI 


{Report by Correspondent Zhu Daqgiang 
of China's Co>:tal Ports Greatly Boost 


[Text] Beijing, 10 Apr (ZHONGGUO XI! 
from the Ministry of Communications. 
uation in which the loading and unloadi: 
ing for transshipment at Chinese coast 
lieved, Last year 21 berths were co: 
are deepwater berths, Hence, the am 
has increased by 31 million tons, 


For a time in the past, because of . 
were held for loading and unloading and ; 
ment in almost every Chinese coastal por' 
Ministry of Communications strengthen 
and encouraged the extensive adoption « 
thus accelerating the movement of good: 
line from north to south, covering a ¢! 
berths have been completed one after .; 


China's major coastal]. ports now have 
year and a large number of specialized 
unloading machines for petroleum, coal! 
The handling capacity of the Port o! 
tons for 3 years in succession, rankir 
spect, Shijiu, Zhoushan, and other por' 
thus playing a part in international tr 


A coal wharf at which ships can dock dir: 
has been constructed at the Port of Shi 
at it at the same time, The wharf | 
tons of coal a year. The recently-bu/ 
in Yingkou is China's first automati: 
berthing 27,000-ton ships, Its aut 
the 1980's, 
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MINERAL RESOURCES 


BRIEFS 


MANGANESE NODULES IN S. CHINA SEA--Beijing, March 5 (XINHUA)--For the first 
time, manganese nodules have been found in the South China Sea, today's 
ECONOMIC DAILY reported. The discovery will help in the exploration of sea- 
bed mineral resources in the waters off the coast of Guangdong Province, the 
paper said. Discovered by the "Hriyang No 4" geological survey vessel about 
600 miles off the coast of Guangzhou toward the end of last year, the manganese 
nodules measure on average 0.1 to three millimeters but some are eight to 

12 mm. They are chiefly made up of iron, manganese, and a small amount of 
copper, cobalt and nickel. A manganese nodule is usually found on oval 
stones or in organic residues, tuff slates and rock croppings. [Text] 
[Beijing XINHUA in English 1043 GMT 5 Mar 87 OW] /6662 


GOLD RESERVES--Beijing, April 18 (XINHUA)--Gold deposits have been discovered 
in Lianyungang city, east China's Jiangsu Province, recently. The geological 
conditions in the city's two counties of Donghai and Gangyu are similar to 
those in the southern part of Shandong Province, one of China's main gold pro- 
ducers. [Text] [Beijing XINHUA in English 0817 GMT 18 Apr 87 OW] /6662 





XINJIANG GOLD PRODUCTION--Beijing, 9 Apr (XINHUA)--Last year, gold output from 
over 20 deposits in the Xinjiang Uygur Autonomous Region increased 132 times 
over 1980. The region has been designated as one of the country's gold-pro- 
ducing areas and the state plans to send a geological prospecting team to the 
region to help locate more gold reserves. [Text] [Beijing XINHUA in English 
0748 GMT 9 Apr 87 OW] /6662 


cso: 4020/169 
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HONG KONG 


NEED TO MAINTAIN HONG KONG AS INTERNATIONAL FINANCIAL CE’'TER URGED 


Hong Kong CHING-CHI TAO-PAO [ECONOMIC REPORTER] in Chinese No 47, 24 Nov 86 
pp 4-6 


[Article by Huang Diyan [7806 3321 1484]: "Hong Korg's Position as a Financial 
Center Should Be Maintained" ] 


{Excerpts] The speedy development of Hong Kong's financial markets since the 
1970's symbolizes the second major shift in Hong Kong's economy: from an 
economy based on the export of manufactures to one based equally on manufactur- 
ing and financial services. This shift at the same time established Hong Kong 
as one of the important financial centers in the Asia-Pacific region. Taking 
as an example numbers of financial institutions. ac the beginning of the 1970's 
there were 73 licensed banks; at present this has increased to 151. The number 
of branches increased from less than 300 to nearly 1,400. it was in the 1970's 
that savings corporations began to appear. Though in recent years the number 
has shrunk, at present there are still 300 such institutions. Offices repre- 
senting foreign capitalized banks have increased from 21 at the beginning of 
the 1970's to 131 at present. There also are 300 insurance corporations. 

Hong Kong has one of the world's highest ratios of financial institutions to 
inhabitants. In terms of volume of business, in the 16 years 1970 through 1985, 
deposits incieased on the average 24 percent a year}; the average annual rate of 
increase in loans was 26 percent. As for corporations accepting deposits, 
between 1975 and 1985 the annual rate of increase in deposits and loans was 

36 percent and 22 percent respectively. 





In addition, gold, foreign exchange, stocks, futures markets and investment 
capital have manifested remarkable growth. In the course of rapid growth, 

Hong Kong's financial markets have tended toward a high degree of internationali- 
zation. For example, among Hong Kong's licensed bauks, foreign capitalized 
banks and joint Hong Kong-foreign capital banks make up 80 percent of the total. 
Among corporations accepting savings deposits, those with foreign capital occupy 
a large proportion. At the end of last year 42 percent of the liabilities of 
Hong Kong's banks and savings corporations were overseas liabilities; overseas 
liabilities comprised 50 percent of the gross value of assets. It is widely 
known that Hong Kong is the Asia-Pacific region's center for bank consortium 
lending and is one of the world's four great gold trading centers. The daily 
volume traded on the foreign exchange markets is second only to Tokyo in the 
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Asia-Pacific region. Hong Kong is also one of the leaders in insurance and 
investment capital services in the Asia-Pacific region. Generally speaking, 
Hong Kong has now become an important component in world financial activities, 
so much so that many international financial institutions have established 
their Asian headquarters in Hong Kong. 


After more than a decade of growth, financial activities have become an 
important part of Hong Kong's economy. Statistics show that banks, savings 
corporations, insurance services, real estate development and management, and 
commercial services within the financial sector grew as a proportion of 

Hong Kong's gross output value from 14.9 percent at the beginning of the 

1970's to 23.8 percenc in 1981, On one occasion it even surpassed the propor- 
tion held by manufacturing. Later the real estate and stock markets fell off, 
slowing the development of the entire financial sector. Still, in 1984, it 

was 15.9 percent of the total. it should be pointed out that while Hong Kong's 
exports face the threat of protectionism, growing daily, from major export 
markets, the financial sector has in contrast escaped this kind of difficulty. 
In the area of employment, the employees of banks, savings corporations, and 
the insurance industry only account for about 3.8 percent of the total employed 
population. However, this sroup includes many people with professional skills. 
This group of people is a precious resource for a place naturally lacking 

in resources. 


Hong Kong possesses the prequisites for an international financial center: 
reliability and flexibility. As to reliability, Hong Kong's political 
situation, econony, and society are relatively stable, allowing financial 
institutions to develop at ease. There is a comprehensive legal system which 
guarantees the legal rights of those participating in the financial market. 
There is a relatively strong financial structure which facilitates standard 
operation of financial activities. As to flexibility, Hong Kong is a free 
port and it does not control gold and foreign exchange. Funds enter and exit 
freely and the Hong Kong dollar can be freely exchanged. The tax system is 
simple and tax rates are low compared to the majority of financial centers. 
Furthermcre, the government of Hong Kong has for many years consistently 
promoted economic and financial policies on the principle of “active non- 
interference," which has -esulted in relatively few controls over the business 
activities of financial institutions. This has allowed financial instituticnos 
to flexibly and quickly shift funds and conduct all aspects of business. 
Moreover, Hong Kong also has the advantage of a favorable location and the 
support of its people. Hong Kong's geographical location puts it at the 
transportation hub of East and Southeast Asia. Hong Kong also perfectly fills 
the time gap left by European and North American financial markets in regard 
to business hours. Hong Kong has traditionally had a close relationship with 
China's interior and many areas of Southeast Asia. Hong Kong also has a galaxy 
of Chinese and foreign talent and both Eastern and Wesiern cultures coexist 
there. The combination of these factors augments Hong Kong's attractiveness 
as an international financial center. 
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In recent years, a series of changes both within Hong Kong and overseas, have 
led people to wonder if Hong Kong can maintain its position as an international 
financial center. This not only has an impact on Hong Kong's financial 

world, but also has an impact on the stability and prosperity of the entire 
economy, 


{ feel Hong Kong's financial industries still have great potential. There is 
great hope that Hong Kong can maintain its status as an international financial 
center. 


I. The Chinese and British governments in 1984 signed a joint declaration 
regarding the future of Hong Kong which dispelled doubts about Hong Kong's 
future and helped to bolster the confidence of both foreign and domestic 
financial institutions in Hong Kong. 


The Sino-British joint declaration and appendices on Hong Kong's future set 
forth a series of precise and -oncrete guarantees for the preservation of 

Horz Kong's position as an international financial center after sovereignty 

is returned to China in 1997. The two nations agreed that after 1997 

Hong Kong's present social and economic structure would not change and the 
legal system would remain fundamentally unaltered. The currency and financial 
system currently in use--which includes management and supervision of savings 
institutions and financial markets--will be retained. This will guarantee the 
free management of financial enterprises and the free movement of funds in and 
out of the country, etc. These guarantees are essential for the continued 
preservation of Hong Kong's position as an international financial center. 
Taese conditions have already been stipulated in the joint declaration on the 
future of Hong Kong. In the days to come, they will be entered into the PRC's 
basic laws for the Hong Kong Special Administrative District. It guarantees 
that Hong Kong will not undergo change for 50 years after 1997. This effec- 
tively provides a guarantee on Hong Kong's future. 


II. In the past several years, problems have been exposed within Hong Kong's 
financial institutions; they now have basically been resolved. 


Since 1982, a series of events among banks and savings institutions revealed 
mismanagement in some financial institutions and lapses in the Hong Kong 
Government's regulation of finances. During the reorganization, the entire 
financial sector suffered a slowdown in the rate of growth. Hong Kong's 
economy, especially the real estate industry, grew wildly in the late 1970's 
and early 1980's. This contributed to the "overheated" economy in China. 

In 1982 and 1983, when China and England were holding talks concerning 

Hong Kong's future, the confidence of numerous people faltered because the 
future was not clear. Hence it triggered and accelerated a sharp decline in 
the real estate and siock markets from its peak in 1981. From 1982 to 1983, 
the exchange rate of the Hong Kong dollar fell dramatically and the growth 
rate of both consumption and investment slowed markedly. Furthermore, 

Hong Kong's exports suffered from the instability of the West's economy, 
sometimes being good and sometimes bad. Under these circumstances, financial 
institutions whose credit inflated excessively in "good times" suffered a 
severe blow. The number of bad debts and doubtful accounts greatly increased 
and it was necessary to make preparations to drop many accounts and reduce 
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TAIWAN 


GOVERNMENT TO EASE FOREIGN INVESTMENT RESTRICTIONS 
0OW081325 Taipei CHINA POST in English 2 Apr 87 p 12 


[Text] The government will try to attract more foreign investment by easing 
restrictions on over 300 industries and liberalizing foreign exchange controls 
on foreign-invested firms here, official sources said yesterday. 


An official of the Council for Economic Planning and Development [CEPD] said 
sectors being considered by the CEPD to benefit from freer foreign investment 
include leasing, insurance, securities, air and sea freight forwarding and 
language schools. 


The official said that overseas Chinese people and foreigners will be allowed 
to invest in 50 industries which they are now ineligible for. 


And foreigners will be allowed to invest in 80 industries which are now open 
only to citizens and overseas Chinese, the official added. 


Meanwhile, an Economics Ministry official said it will revise laws governing 
foreign investment to allow foreign-invested companies here to repatriate 
capital and profits from their first day of operation, instead of after one 
full year of business, as is now the case. 


The proposals come a week after Premier Yu Kuo-hwa instructed the Central 
Bank of China and other financial authorities to suspend all foreign exchange 
controls in a bid to slow the accumulation of the nation's foreign exchange 
reserves. 


The move marks the government's latest efforts to open its domestic market to 
more U.S. goods and services and reduce its US$453 billion mountain in for- 
eign reserves, which threatens to cause inflation here. 
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TAIWAN 


FOREIGN TRADE UP IN FIRST QUARTER OF 1987 
0W090331 ‘Taipei CNA in English 0251 GMT 9 Apr 87 


[Text] Taipei, April 9 (CNA)--The Republic of China's ["9C] external trade 
totaled U.S.$18.32 billion in the first quarter of 1987, up 33.8 percent or 
U.S.$4.62 billion from the same period of last year, according to statistics 
released by the Directorate General of Budget, Accounting, and Statistics 
Wednesday. 


Exports reached U.S.$11.25 billion and imports U.S.$7.07 billion during the 
January-March period, an increase of 34.4 percent and 32.8 percent, respective- 
ly, over the same period of 1986. The ROC enjoyed a trade surplus of U.S.$4.17 
billion at the end of the quarter, the statistics show. 


Industrial products constituted 94.6 percent of the ROC's total exports during 
the three-month period, followed by processed farm products with 4.4 percent, 
and other agricultural goods, one percent. Raw materials occupied 64 percent 
of the ROC's total imports, capital goods followed with 28.2 percent, and 
consumer goods, 7.8 percent. 


The United States, which bought 45.2 percent of U.S.$5.09 billion worth of 
ROC's products during tie three months, was still the ROC's largest export 
market; followed by Japan, buying 11.7 percent or U.5.$1.31 billion worth 
of the ROC's goods; and Hong Kong, with 7.6 percent or U.S.$860 million. 


Japan was still the ROC's biggest supplier by shipping U.S.$2.52 billion 
worth of goods to the nation during the same period, account for 35.7 percent 
of the ROC's total imports. The U.S. was second with U.S.$1.47 billion 

worth or 20.9 percent of the ROC's imports, followed by West Germany, with 
U.S.$320 million, or 4.6 percent. 


The ROC-USA two-way trade reached U.S.$6.56 billion during the first quarter 
of 1987, accounting for 35.8 percent of the ROC's total trade in the same 
period, making the U.S. nation's biggest trade partner. Japan was second, 
with U.S.$3.83 billion, or 20.9 percent of the ROC's trade total. 


In March alone, the ROC's exports totaled U.S.$4.06 billion and imports stood 
at U.S.$2.61 biiiion, up 36.3 percent and 33.3 percent respectively from the 
same month of 1986, leaving a trade surplus of U.S.$1.45 billion. 
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TAIWAN 


AGENCY PREDICTS STABLE ECONOMIC GROWTH 
OW090247 Taipei CNA in English 0232 GMT 9 Apr 87 


[Text] Taipei, April 9 (CNA)--Despite the continued appreciation of the New 
Taiwan [NT] dollar and surging waves of international protectionism, the 
Republic of China's [ROC] economy is expected to grow eight percent in 1987 and 
per capita GNP to reach U.S. 4,534, the Directorate General of Budget, Account- 
ing, and Statistics [DGBAS] predicted Wednesday. 


The DGBAS said in a report that international oil prices are likely to remain 
stable throughout the year and domestic demand should increase as a result of 
the government's expanded investment in public construction projects. These 
two factors should ensure a stable economic growth for the ROC in 1987. 


The growth rate for ROC exports to other countries, especially to the United 
States, Japan, Europe, and Hong Kong, should be lower than the growth rate for 
imports due to protectionist pressures and the N.T. dollar's appreciation. 
Nevertheless, the ROC will still register a trade surplus of some NT$15.5 
billion for 1987. The government should work out effective measures to relieve 
further the pressure of excessive foreign exchange reserves, the DGBAS 
advised. 


In general, local commodity prices should remain stable. The wholesale price 
and consumer price index should rise slightly, by 0.96 percent and 2.75 per- 
cent respectively. 


In 1986, the ROC registered a phenomenal economic growth rate of 10.8 percent 
with per capita GNP reaching U.S.$3,751, the DGBAS said. 
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